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MERICA’S #1 problem is what I would discuss with you 
today—the problem which Bernard Baruch, that pre- 
eminent financial advisor to American Presidents of 

both political parties, calls “the most important economic fact 
of our time—the single greatest peril to our economic health.” 
This problem is the primary cause of our mountainous national 
debr. It is the reason for our high tax rates and record ex- 
penditures in what is called a time of peace. It is the force 
which has put our price structure on stilts and eroded the 
purchasing power of the dollar. I am talking about inflation. 

Mr. Baruch’s diagnosis of this disease also is worth con- 
sidering. He says: “The inflation of our time flows from the 
selfish struggle for special advantage among pressure groups.” 

If the pressures of groups have caused the disease which 
afflicts us, may not the cure likewise be found in a group pro- 
gram? I think so. 

I should like to tell you what is being done. Go with me in 
imagination to an historic meeting in Washington—a gather- 
ing which took place on November 2 of last year. Look at the 
people around the conference tables. Vice President Nixon 
called them the greatest concentration of the power of the 
American people ever brought together in one room. The men 
and women there came from all over the country. They were 
representatives of 48 voluntary organizations who saw infla- 
tion as a matter of supreme importance to their members. 
They represented farmers, bankers, industrialists, parents, 
teachers, club women—from all levels of society and all kinds 
of private interests. President Eisenhower was there repre- 
senting the government, as well as Vice President Nixon and 
key democratic leaders. These people gathered together to de- 
termine what they and their organizations might do in the 
war against inflation. 

We all need to clear up our understanding of inflation. 
When we have inflation it means that the cost of living goes 


up for all of us. When we have inflation it means that a lot 
of people are being robbed. Inflation steals part of the dollars 
of our old people living on savings or pensions or social 
security. Inflation steals part of the dollars of people living on 
fixed incomes like teachers, social workers and clergymen. In- 
flation steals from everyone who has put savings into savings 
and loan associations, savings banks, life insurance and gov- 
ernment bonds, from all the people who have put their faith 
in the soundness of our American dollar. 

Inflation steals from all these people because it destroys the 
value of the dollar. To clip coins is against the law. A man 
who took silver from the edges of our silver dollars would 
be put in jail. But inflation is clipping our currency at an 
appalling rate. The American people have $500 billions in all 
forms of fixed dollar investments. Every time the cost of living 
goes up 1%, the people who have saved that money, often at 
great sacrifice, lose $5 billions. Our cost of living actually has 
been increasing recently at the rate of 242% a year. Thus in- 
flation has been stealing huge sums from people who are 
least able to defend themselves. 

No one of us individually would waylay an old man and 
steal from his pocketbook; or take a dollar from a widow's 
hand. When we see inflation doing these things we know it is 
an evil force in our country—doing great harm to those whom 
we instinctively would protect. We all feel its effect on our 
own daily living costs. Inflation makes prices go up. It makes 
a “low-priced car” cost $3,000; and a little bag of groceries, 
$10. 

While we are at it, we might also look at a few facts. I am 
reminded that an anonymous poet once said that “facts are 
apt to alarm us more than the most dangerous principles.” So 
I hope you will be duly alarmed by the facts you are about 
to hear. 

Fact Number One: In 24 of the last 30 years the Federal 
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H. BRUCE PALMER 


Government has spent more than it received—all told, some 
$264 billions more than it received. 

Fact Number Two: In the last fiscal year the Federal Gov- 
ernment ran up a staggering deficit of $12.5 billions—its 
biggest peacetime deficit ever. 

Fact Number Three: The purchasing power of the dollar 
has dropped more than 50% in the last 20 years. Today we 
must spend over $2 to get what $1 would buy in 1939. 

Fact Number Four: Our Nation's gross debt now amounts 
to almost one #rillion dollars. More than one-third of this vast 
sum is our public debt—that is, the total deficit in local, state 
and Federal Government spending. 

Fact Number Five: We have undergone five recessions, or 
worse, in the last 25 years. Yet only one (1948-50) resulted 
in any appreciable drop in prices. 

These are plain, stark, cold facts. They are part of the 
record. Summed up, they seem to tell us that we as a nation 
not only believe that we can’t take it with us—but that we 
can't even wait to get it before we spend it. 

America’s huge debt has come in large part because of 
benefits various groups have demanded, and our general un- 
willingness to pay as we go. In time of peace and prosperity 
we must face the necessity for the government to live within 
its income. As individuals we are used to family discussions 
about the use of family money. We know we have to make 
choices about what we can buy this year, what must be de- 
ferred until we finish paying for something we bought last 
year. 

In business, corporation executives sit down together to 
work out a company budget. Plant expansion or new ma- 
chinery, new trucks, salary increases, advertising, sales pro- 
motion and other programs depend upon what money is 
available. Vice presidents press their own projects, but there 
must be give and take in the final determination of a budget 
that is best for the business as a whole. 

So also in national affairs. We must as a nation take choices 
too. We must recognize what our national economy can sup- 
port, and exercise restraint in what we ask of government. 
Individuals do not, in fact, cannot, create inordinate pressures 
on the government. But when some of us want certain things 
from our economy—Federal money for schools or highways 
or pensions or health care or some other program of special 
interest—we join a group of citizens who possess similar 
desires, and an inflationary pressure results. The members of 
one group then point the finger of blame at other groups. 

At the meeting in Washington we had group representa- 
tion from nearly every segment of our citizenry. To this 
gathering I suggested that as a family or a business gets all 
members together to consider what it can do with its resources, 
so we should act as a nation. All our groups should come from 
their separate corners. Then focusing upon our national re- 
sources, with our common desire for a sound and dynamic 
economy, we should objectively consider our various demands 
and evaluate our purposes. No such common forum exists in 
our nation today. No single group can create such a mechanism 
to determine how much economic pressure can at one time 
be absorbed by a healthy economy. But working together we 
can prevent that excessive government spending which is a 
cause of inflation, and which results from group pressures. 
Balanced spending can come when citizen groups show self- 
discipline in their demands. 

We must agree to limit ourselves to what we can pay for 
ourselves now. We must not just selfishly seek to take any- 
thing that looks desirable at the expense of our unborn grand- 
children. That is morally wrong. Also it will not work in- 
definitely. It is the road to financial collapse. 

A group pressure which is having a special influence on 
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inflation at this time comes from organized labor. There is 
no doubt that the wage spiral has been one of the biggest 
causes of our continued inflation. We must somehow get 
through to the average working man and woman in this 
country how inflation threatens them. 

Those of us who are making it our business to try to do 
something about our inflation problem realize this great 
hurdle: We are in the midst of prosperity. Right now more 
people have more things to enjoy than ever in our country’s 
history. The man in the street is apt to say, “I never had it so 
good. If this is inflation, why fight it? Give me some more.” 

Here are some things the worker should remember. Briefly, 
let him consider four basic facts: 

1. Lower prices can benefit labor as much as, or maybe more 

than, further wage increases. 

2. Stable prices will protect the value of labor's fringe 

benefits. 

3. Labor's jobs depend upon the creation of capital through 

savings. 

4. Labor's jobs depend upon American industry's successful 

competition in foreign markets. 

Those four facts, if rightly understood, will make the 
worker want to join the fight against inflation for his own 
good, as well as for the common welfare. It is granted that 
so far union wages have gone up faster than prices. Those 
workers who are well organized are better off now. But it 
may not last. If inflation continues, old people, for example, 
who are especially hard hit by inflation, might become or- 
ganized and create demands for price controls or more special 
subsidies, that could be a ruinous burden for everybody now 
working. 

Inflation has made us all look at dollars. We have grown 
to think that increased satisfaction can come only through 
more money. We have perhaps forgotten that nobody eats 
money, nobody rides on money, nobody gets a vacation count- 
ing his money. What we want is more good things to enjoy. 
If our dollar incomes stays the same while prices go down, then 
that same amount of money will buy us more of what we 
want, will be more meaningful. 

The total annual spending of the American people is about 
$330 billions. If we can hold the line on the level of costs 
and prevent even 1% imcrease in prices, that means $3.3 
billions to go into more goods and services for us to enjoy. If 
we could prevent our recent ten-year average rise of 212%, it 
means $8.25 billions for more good things. On the other hand 
a price rise of that much would mean $8.25 billions Jess of 
what we really want. 

For our fellow citizens in organized labor the second fact 
hardly needs to be explained. It needs oniy to be emphasized. 
Price stability not only will help labor buy more good things 
with the money earned today but very importantly, price 
stability will guarantee the values of fringe benefits for the 
future. Labor unions negotiate for pensions. They should work 
also for a full-value dollar at the future retirement date. 


The third fact, if made plain, can be very sobering for 
those who say they never were better off than now. under 
inflation. The fortunate people who don’t worry about infla- 
tion at this particular time have good jobs. If inflation dis- 
courages savings which create capital which provides jobs, 
there will no longer be enough jobs to go around, for our 
population is growing fast. . 

Population authorities tell us we must create jobs for 15 
million more Americans in the next 10 years. On the average 
it takes $16,500 of capital to make one job. That means we 
shall need $250 billions for the 15 million jobs. Most of that 
money has to come from savings of the people of America. 
When average citizens save in savings institutions, securities 
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or life insurance policies, that money flows out as capital to 
create jobs. Now with $500 billions of fixed dollar capital 
currently available, every time the cost of living goes up 1%, 
that means inflation has stolen $5 billions; at 214%, it means 
$124 billions. That means, too, that the capital for 500,000 
jobs went up in smoke. Maybe we can get it back—by going 
still deeper in debt. Capital is the result of yesterday's labor. 
Sembele worked and did not spend. That is the hardest 
work there is, and work very necessary to our continued eco- 
nomic progress. People will not save and create capital which 
provides jobs unless the rewards to capital are fair. Past labor 
must share with present labor if our economic system is to 
grow. 

Then we come to the fourth challenging fact for people 
who are comfortable in today’s inflation. We live in the world 
and not only in the United States. Our production is inevitably 
linked to world markets. Our increased production costs and 
high = are already inviting serious competition from 
abroad affecting our trade balances. Too great an increase in 
our production costs in relation to the rest of the world, can 
ruin our foreign trade. Many Americans would lose their 
jobs if the United States could not compete in the export 
markets. This is not theory, but the hard facts of economics. 


Our labor movement over the years has brought well- 
deserved gains to the working people of America. Now there 
is a challenge to labor leadership to recognize that workers 
will benefit or suffer as the nation benefits or suffers. The 
real gains for labor are to be found in price reductions, in 
guaranteeing the future value of savings which will create 
growth capital, in keeping American products competitive in 
the world market. Thus American labor's earnings will be 
greater real wages. Thus American labor will have more jobs 
in which to earn more wages. The wage rate is after all an 
academic question if a man can’t get a job. 

Moreover, thus would labor come into a place of new 
leadership for the public good and win acceptance for labor's 
policies both among the workers and among citizens generally. 
Labor's leadership in such a crusade would bring widespread 
public acclaim. 

When the public understands the fundamentals about in- 
flation we can hope to get action to control it. The result of 
the anti-inflation meeting in Washington, which I reported at 
the beginning of this taik, was authorization for an organiza- 
tion to take leadership on behalf of the public. The organiza- 
tion is now in being, called the Council for Economic Growth 
and Security. It has offices in New York City, a Board of Di- 
rectors of about fifty leaders representing almost all groups in 
the nation. The Council has started a two-year plan of action. 
The objective primarily is to bring to the average citizen an 
understanding of the causes of inflation, why our American 
dollar has been losing its purchasing power, why prices are 
going up. It is not attempting to do the whole job. It coordi- 
nates efforts of others. Many of the national groups which were 
present at the Washington meeting in November are develop- 
ing broad based programs which can reach all of the American 
= They can make our citizens think about the problems 
rom a personal point of view. There are some groups which 
are refusing to fight inflation. For some kinds of business it 
is bringing a temporary advantage. Some group leaders through 
conviction, or perhaps through selfishness, believe in promot- 
ing inflation. For people in these groups the many campaigns 
of public education will bring a personal challenge. Every 
citizen will be faced with the need to make up his own mind 
about these matters, and take a citizen’s part in doing what is 
necessary. 

Many people say that preventing inflation is the govern- 
ment’s job. Of course it is the government's job, but as Vice 
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President Nixon reminded us at that Washington meeting, 
the government can’t act alone. The country as a whole must 
give strong support to sound economic policies and a balanced 
budget. The men and women in congress cannot, over a period 
of time, stand for, and vote for, policies which are not sup- 
ported by the people at home. The responsibility for Federal 
Government action comes back to the individual home town 
voter. 

It is difficult to motivate the average person to analyze the 
relationship between what he wants—a stable dollar, for in- 
stance, and what he is doing in his organization pressures. 

Inflation is a dangerous social disease. One of the worst 
things about it is that its poison works so treacherously that 
at certain stages the fever signals of this serious sickness look 
like the glow of health. That's where we stand in the United 
States today. We need to understand the disease so that we 
will be willing to take the necessary medicine. 

Thus far we have considered inflation as a personal threat 
to personal budgets, to the value of private savings, to current 
job security. There is another aspect to the subject and that 
is emphasized in the name of our new Council—The Council 
for Economic Growth and Security. America has an enormous 
growth potential. We stand at the beginning of what may well 
be the spectacular sixties. Our population is expanding. Our 
business and industry are booming. We need new homes, new 
schools, new offices, new factories, new transportation facilities. 
We shall want a thousand new products we cannot even yet 
name. Such economic growth requires financial soundness. A 
businessman wants to know what his dollar is worth in making 
long-term plans. When he takes risks he wants to judge fairly 
the chance of profit or loss. As mentioned, for international 
trade purposes, a stable dollar is important; and foreign mar- 
kets are going to be vital to our prosperity in the coming 
decade. The developing countries of all the world will buy 
American products as never before if we can stabilize our 
production costs and sell at a competitive price. 

The possibilities for progress are without limit and exciting. 
But they are not guaranteed. We must earn these bright re- 
wards. We must pay a price in self-control and intelligent 
analysis of the requirements of our situation. 

You who have come here today have supposedly recognized 
something of the dangers of inflation, and the rewards to come 
from its control. You probably want to know what you can do 
to help. 

May I suggest six possibilities: 

1. Stand firmly against the idea that inflation is inevitable 
or desirable. Whenever you hear either idea, challenge it. 
Inflation is mot necessary to prosperity. Our economic 
history demonstrates repeatedly that, in periods unin- 
fluenced by war, economic growth and relatively stable 
prices go together. For example, in the thirty years after 
the Civil War prices declined 29% while production 
went up 200%. During the 1920's national output rose 
50% while prices remained stable. 

2. Put your influence strongly behind economy and sound 
finances in government. Tell your Congressman you want 
a balanced budget. Stop asking for money from Wash- 
ington. In this election year make it clear to candidates 
that you want representatives who will favor a sound 
economy without inflation. Demand that candidates go 
on record regarding their attitudes toward inflationary 
programs. 

Our politicians have come to feel that they can stay 
in office or get elected only by giving the people some- 
thing. Each year they compete to give more. Let’s face 
it. Government can give only what it first takes away. 
Somebody pays for all these things. When we talk about 
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“government help” we should say “taxpayers’ help.” We 
should not refer to “government money” fer projects, but 
to “taxpayers’ money.” An officer of the Federal Budget 
Bureau recently made an interesting observation. He 
pointed out that all across the country there is develop- 
ing resistance to local school budgets and to municipal 
spending plans. Local taxpayers say they can’t afford the 
proposed programs. Yet those same people cheerfully ask 
for money from the Federal Government, whose revenues 
can come only from their own pockets. If we could bring 
people to understand that we are the Federal Govern- 
ment it would be easier to arouse the public to elect 
representatives who would be careful about what they 
spend. As I mentioned before, this is one vital area where 
every citizen can help fight inflation. In the groups where 
you are a member exercise your full influence to restrain 
group pressure for more government spending. 

3. Do something to get more people thinking about these 
economic fundamentals. When the public its we have 
a problem, when people generally know enough to be 
afraid of it, when they want the benefits which a sound 
dollar will bring, then we can do something. 

4. Keep your own financial house in order. Refrain from 

undue use of credit. Buy wisely. Save and invest. 
The dynamic growth we visualize for the sixties will 
require a vast amount of capital. With earnings of our 
people at an all-time high, we are in a wonderful posi- 
tion to create that capital on a non-inflationary basis. 
If capital for expansion comes from long-term savings 
of individuals, not through government or bank credit, 
then the expanded economy will mean real progress. 
Such saving is represented by savings accounts and de- 
mand deposits, by government and corporation bonds, 
by pension funds and mortgages, by life insurance com- 
pany reserves. All these long-term investment funds are 
channeled into new housing, new roads, new factories, 
new equipment for industry and transportation. These 
funds are creative funds for citizens who want to buy 
new homes, start new businesses, or enter upon creative 
enterprises of many kinds. You can take double satisfac- 
tion in your saving when you recognize its part in 
bringing dynamic growth to American economy. 

5. Do your full share in increasing productivity, and en- 
courage others with whom you have influence. Economic 
wealth comes from work. We must renew the American 
belief in an honest day’s work for a day’s pay. Perhaps it 
is over-simplification, but isn’t the fact that a dollar is 
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worth only sixty cents due partially to the fact that only 
sixty cents of productive effort goes into it? If you and 
I are determined to give a dollar's effort for a dollar 
earned we could find economic security. 

6. And finally, a critically important suggestion. That is, 
simply, to believe. Know and believe that inflation is the 
single greatest peril to our nation’s economic progress. 
Don’t take my word for it, or anyone’s word for it. 
Examine the facts for yourself—reach your own con- 
clusion—and then believe. 

You may have already guessed why I emphasize this 
point. I can explain it to you in a few words. Confusion 
and obfuscation are the principal weapons of those who 
seek to promote inflation for their own ends. They have 
been highly effective in their tactics of endless debate, 
pitting one school of abstract economics against another. 
They never come right out and say inflation is a good 
thing—they simply refuse to state the problem in con- 
crete terms; they advance all sorts of conflicting defini- 
tions; they demand exhaustive examination of all kinds 
of solutions, real or fancied. 

Inflation, to be sure, is not simple. It doesn’t have a 
full set of smooth edges easily grasped by everyone. And 
it won't disappear in one long puff of citizen outrage. 
It won’t bend under the weight of a hundred, or a thou- 
sand, or ten thousand slogans. It won't curl up under 
the hot glaze of angered Congressmen. In short, it won't 
just go away by itself. 

That is why your deeply personal belief is so funda- 
mental. Unless you truly know the problem, unless you 
sincerely believe in the cause I have come before you to 
plead, there is little hope that we can win this fight. 
Remember, please, that inflation is a remorseless enemy, 
without conscience or human motivation. Yet the ar- 
ticulate minority that stands to gain from it are very 
human indeed. They are fired by their own greed, and 
encouraged by our apathy and inaction. 

All of us helped cause inflation. We must all help wipe it 
out. If we succeed, we shall seize the economic promise of 
the new decade and carry our nation to a new pinnacle of 
prosperity and progress. If we fail in this time of crisis, we 
shall fail not only ourselves but generations of Americans yet 
to come. 

To me the outcome is already decided. It is simply a matter 
of personal initiative, and dedication, and sacrifice, and hard 
work. We must not fail. And we won't. 

Thank you very much. 
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Campaign Financing 
PROTECTING OUR POLITICAL FREEDOM 


By C. WILLIAM O'NEILL, former Governor of Ohio and Professor of Public fairs, Bethany College, Bethany, West Virginia 
Delivered as the sixth lecture on Politics, Public Affairs and Government, Bethany College, March 10, 1960 


of money in politics. The early American medicine 

man used to tell his audience that “money talks” 
whenever he got into a situation of being criticized. It was 
a good way to keep the loudmouths in the crowd from in- 
terrupting him. 

Today's politician usually doesn’t say it but he knows 
that money not only talks; it also televises, prints and travels. 
The fact that this is true keeps more people out of politics 
than anything else. 


[ierm IS NO WAY to over emphasize the importance 


It is more the influence of money than any other single 
factor which makes American politics what it is, whether 
that is good, bad or indifferent. 

Let me give you a specific example of what I mean. If 
you wanted to go into politics and decided to start out seeking 
the councilman spot in a city of 100,000 voters, you would 
have to have enough money to finance all of your campaign 
in the primary election and much of it in the general election. 
If you tried to communicate only two or three times with 
the part of the voting public belonging to your party, you 
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would spend nox less than $50.00 on printed material, $200 
to $300 on newspaper advertising, $100 to $200 on postage, 
$100 to $200 on travel expenses. In addition to this you 
might want to use radio, television, outdoor signs or telephone 
canvassing, all of which would run your bill up higher and 
higher. At the very minimum you could expect campaign 
expenses of not less than $600. When and if you get to the 
general election you can expect these expenses to increase 
and it is not unusual that they double. In other words, to 
get elected to a city council spot which may pay you $2000 
a year if you are lucky, you would need to spend $1200 to 
$1500. You don’t have to be a professor a economics to 
understand why most political candidates seek campaign 
contributions when running for an elective office. 

The Governor of Ohio works for a salary of $25,000 a 
year. Up until the last election, the Governor was elected for 
two years. If all you needed to do to get elected Governor 
of Ohio was to send a postcard to each eligible voter in Ohio, 
a candidate would have invested $90,000 for postage, a 
minimum of $15,000 for printing and $30,000 for addressing 
the cards. To contact each voter only once, the candidate 
would have invested $135,000 and he would have won a 
$50,000 job. 

It always costs more to elect a candidate to an important 
political office than the entire salary of that office for the 
elected period. I have stated this as an unqualified rule for 
the purposes of emphasis, although I fully realize that there 
may occasionally be exceptions. It is necessary to have such 
emphasis in order to understand the importance of money 
in politics. 

It is mo secret that political contributions are constantly 
sought by all levels of political organization. It is likewise 
no secret that millions of dollars are spent in political cam- 
paigning at all leve!_ of political organization. Neither is it 
a secret that most of these millions are contributed by or on 
behalf of people or organizations who expect something in 
exchange for their contribution. 

The biggest single problem in free democratic government 
is as simple as this: Too few people purchase too much in- 
fluence in too many elective offices too often. 

In other words, all too frequently the contribution is 
made on a quid pro quo basis. The wealthy man contributes 
in expectation of receiving an appointment as ambassador; 
the contractor contributes in expectation of receiving gov- 
ernment business upon which he can make a substantial 
profit; industry contributes because it is under regulation by 
a government board or commission, state or national, and 
expects favorable treatment in return for the contribution; 
and labor union contributes in expectation that its leaders 
will be able to demand and receive favors at the hand of 
the elected public official Many of these special interest 
groups contribute to both parties and often to both can- 
didates. Of course, different individuals represent the indus- 
try and will handle the contributions to each party or can- 
didate. Often the amount of the contribution is determined 
by prevailing opinion as to who the winner will be, the 
favorite receiving the larger contribution. 

I don’t want to suggest that all large political contribu- 
tions are so tainted. Of course, some wealthy people do 
contribute to the party or candidate of their choice on the 
basis of a strong conviction in the philosophy of government 
which the party or candidate represents. There is, however, 
far too little of this kind of investment in free government. 
The opportunists who expect to receive direct financial gain 
in return for their contribution far outnumber the citizen 
with good motivation. 

There are other ways besides a campaign fund to make 
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political contributions. These, too, have some inherent threats 
to free government. There are, for example, contributions 
which are made continuously to keep the party headquarters 
in business at the national, state, county and city levels. Here, 
too often, especially at the state, county and city levels a few 
large contributors provide most of the money for a given 
headquarters operation. These contributors soon come to 
have a vested interest in the operation and the decisions made 
by the headquarters and the chairman who operates it. In the 
plain words of the man on the street, “The man who pays 
the bill becomes the behind-the-scenes boss of the man who 
says he’s in charge.” 

This situation becomes most sordid when the local poli- 
tician accepts his financial contributions from the racketeers 
and the lawless and criminal elements in the community. 

Let me state as briefly as possible what I see as the 
current problems, particuarly to the inexperienced politician 
candidate, in the area of campaign finance. These dangers 
include: 

1. The acceptance of the large contributions out of 
proportion to others, which obviously carry with them 
obligations; 

2. The secret contribution, which is usually made in 
cash and usually on the basis that it will not be reported. 

3. The contribution that comes from the criminal 
and lawless element in the community; in other words, 
from illegal sources. 

4. The circumventing of the laws governing contribu- 
tions by the establishing of committees which spend 
money in behalf of the candidate, far exceeding what 
the candidate legally could spend in a campaign with a 
normal organization pattern. 

5. The use of the device of a loan instead of a 
contribution, which, after the campaign is over and the 
reports have been made, is forgotten and never repaid. 

6. Money contributed or alleged to be contributed in 
advance of the beginning of the campaign or after a 
successful campaign is over to meet a deficit, real or 
fancied. This allows the contribution to escape being 
reported because of a loop hole in many laws. 

If these are the dangers, let me also list the sources of 
campaign contributions. 

You can believe me, you will be faced with these if you 
choose a political career for yourself. Here are the’ sources: 

1. Campaign contributions from people genuinely 
interested in advancing the ideals and principles of the 
candidate or party. These are usually modest contribu- 
tions and usually with no strings attached. About the 
only obligation that goes with these contributions is 
that the contributor reserves, and quite frequently exer- 
cises, the right to criticize vigorously if the policies and 
program which is proposed after the election is not in 
line with his conviction. Every office holder should 
accept such criticism as part of his job description. 

2. Appropriate sized campaign contributions from 
personal friends. 

3. Proceeds from broad fund raising activities. At 
present the most popular way of raising such campaign 
funds is the $10.00, $50.00 and $100.00 per plate 
dinners. 

4. Assessments levied on candidates for public office. 
These usually range from one to five per cent of the 
first year's salary of the office which the candidate seeks. 

5. Contributions by people who do business or hope 
to do business with the public office sought by the 
candidate. 

6. Contributions by individuals or special interests 
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who expect to receive support, either for or against, 
legislation in which they are interested. 

7. Contributions by individuals or special interests 
regulated by agencies of government who expect favor- 
able policies or enforcement practices in return for the 
contribution. 

8. Assessments against the salaries of those appointed 
to public jobs under the jurisdiction of elected public 
officials. This practice is often prohibited by law. But, 
even so, it is a frequently violated law. 

9. Contributions from the obviously lawless element. 

The point which I have been suggesting is that a candidate 
best protects his freedom to use his own judgment to the 
extent that he accepts the small, freely made support from a 
great number of sources during his campaign. Now this is 
a good theory and in some political systems where the ex- 
penses of campaigning are paid for by each and every voter, 
the theory works. But the American politician has always 
been viewed as “being in business for himself” when it came 
to meeting his campaign financial needs. 

We are talking here about practical politics. In a previous 
lecture, the point was made that the practical politician must 
deal in terms of that which is concretely possible even when 
he would like to deal with the theoretically preferable. Any 
businessman will tell you that in raising money, it is more 
practical to search for a few men with a lot of money than 
vice versa—that is, a lot of men with a little money. The 
politician knows this as well as the businessman. 

We already have some laws which prevent a single source 
of wealth from completely buying the political office. The 
present tax laws make it difficult to raise campaign con- 
tributions in large amounts. A man who can afford a con- 
tribution of $5,000 to a political campaign is in an income 
tax bracket where the income needed for this contribution 
must be several times the amount of the contribution. 

As always, however, wherever there is a law, there is the 
impulse to circumvent it. In this case, several questionable 
practices result from the present tax laws as they apply to 
political contributions. Here are examples of such practices: 

1. The paying of the salary and expenses of an em- 
ploye who is freed from any duties to do political work. 

2. The donating of stamps, furniture, equipment, 
materials or printing and headquarters, the cost of which 
is deducted as an expense and never appears as a cam- 
paign contribution. 

3. Padding expense accounts to get back campaign 
contributions. 

We have only gone over lightly some of the problems and 
questionable practices and sordidness connected with political 
finances. It should be the obligation of anyone who points 
to a problem to suggest a solution. I believe there is a way 
to solve this problem and in the process rekindle confidence 
of the people in the integrity of all levels of government. We 
must find some way to refute the conviction of the average 
citizen that our government at all levels has become a com- 
plex of selfish, private, special interests to the detriment of 
the public’s general interest. 

I would propose a simple eight point program which could 
be incorporated in a single piece of legislation which will 
accomplish the desired end. [{ say this fully aware that no 
piece of legislation is foolproof and someone eventually finds 
some loop hole which must be plugged at a later time. 

The eight points which I suggest are as follows: 

1. Limit the amount that may be spent for a campaign 
by the candidate and including any committee or in- 
dividual supporting him, and including the amount the 
party committee can spend in behalf of his campaign, 
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directly or indirectly. I would point out that these limits 
must be realistic according to the size of the electorate 
today and the necessary expenditure required to use the 
modern media of mass communication to reach the voter. 

2. Require reports of all contributions made to the 
candidate or to any committee working in his behalf, 
or against his opponent. Set a time prior to which no 
contributions can be accepted. Require full names and 
addresses of all contributors and the amounts contributed 
to the candidate and to any of the candidate’s commit- 
tees and to the party committee; require receipts for 
all expenditures. 

3. Limit the amount of contribution that any in- 
dividual can make, directly or indirectly, to the candidate, 
including committees in his behalf, or against his op- 
ponent, and including the party committee. Close all 
loop holes by which this requirement may be circum- 
vented. 

4. Require a report to be made fifteen or twenty days 
before election or primary election day, which will set 
forth the contributions and expenditures made up to 
that time and an estimate of the amount to be received 
and spent between that time and election or primary 
election day, and do not permit more than a 20% 
deviation from this estimate. 

5. Provide the purposes for which expenditures may 
be made. 

6. Require the persons authorized to accept contribu- 
tions to be named and authorized publicly, within a 
given geographical area, and prohibit anyone else from 
accepting contributions on behalf of the candidate. 

7. Require all reports to be open to public inspection 
and preserved for five years. Require the amounts con- 
tributed and the names of the contributors to be pub- 
lished in newspapers before and after election day. 

8. Most important, require a sworn statement from 
the candidate that these requirements have been com- 
plied with and make him responsible for authorizing 
and approving everything done by the committees in 
his behalf. Provide that violation of any of these re- 
quirements shall cause the nomination for the office to 
be forfeited, or if the election has been held, the office 
itself to be forfeited. Provide further that any defeated 
candidate who is proved to have violated any of these 
requirements shall be prohibited from seeking public 
office for a specified number of years. Further provide 
that the violation of any of these provisions, upon con- 
viction, shall carry a prison sentence. This kind of 
legislation which gets at the problem of secret and un- 
reported contributions, and makes the penalty a prison 
sentence will solve much of the problem. 

The effectiveness of the above plan depends on one essential 
part of any corrective legislation—THE PENALTY CLAUSE. 
It is here, and only here, that the willful, although imaginative, 
circumvention of political financing legislation will be halted. 

In this connection, I would point out to you that for many, 
many years in Ohio there were slot machines. During these 
many years there was a law on the books which, in effect, 
prohibited them, but it had no stiff penalty. Finally the Legis- 
lature passed a very simple law which said that if anyone 
owned, possessed, exhibited or transported a slot machine 
in the State of Ohio, he was subject, upon conviction, to being 
sent to the Penitentiary. Once this became the law of Ohio, 
and was upheld by the courts, slot machines immediately 
disappeared from the state. 

Or, another case in point, is narcotics control. Narcotics 
was a serious problem in the State of Ohio for many years, 
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but once the law was enacted which made the penalty for 
illicit narcotics traffic a long penitentiary term, if convicted, 
the narcotics racketeer left Ohio to seek a place more 
favorable to his uncivilized operation. Ohio has now a 
minimum of this traffic. 

Now, there’s the problem. I've outlined one plan to solve 
it. We've located the secret ingredient to make it work. But— 
the chances of the passage of this kind of law are not very 
great. We must expect the average politician to hesitate 
disturbing the status quo since most of them have come to 
rely upon the present methods for financing for their own cam- 
paigns. However, vigorous influence by good citizens and 
vigorous action by a few fearless public officials can bring 
these needed reforms to pass, just as they did in the instance 
of the slot machines and the narcotics traffic. 

But even if this were to happen, we've only solved part of 
the problem. We will still face the problem of adequately 
financing political campaigns even after we have cut off the 
illegal contributions, exposed the “secret” contributions of 
special private interest, and limited the large contributions 
aimed to mortgage the candidate or the party. 

The biggest problem of protecting our political freedom is 
in finding a way to increase the number of citizens who con- 
tribute dollars to the campaign fund of the candidate or 
party of their choice. 

This is not an area for legislation in my opinion. A free 
man should freely choose to contribute to the support of his 
political beliefs, juste as he contributes to his church, his 
community, to fight the dread diseases, and to help the needy. 
The solution to this part of the problem is through education 
and understanding. It is high time we get to work on this 
problem. 

Our political parties are the vehicles through which we, 
as Citizens, act at election time to choose the representatives 
who conduct our business in this Republic. The candidates are 
our representatives. Financial support of the party and can- 
didate of our choice is voluntary in America, as is voting. The 
responsibility to bear our share of the financing of the carn- 
paign in which, as a citizen, we believe, ought to be felt as 
strongly as the privilege and the duty of voting. Only by 
understanding and acting on this premise can we adequately 
meet our responsibilities and assure the continuance of our 
system of government which will in turn insure the survival 
of our Republic. This is just as necessary as eliminating the 
existing evils in the method of campaign contributions and 
expenditures which we now tolerate. 


Inflation And The Politicians 
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Our present methods of financing political campaigns and 
controlling campaign expenditures eat away at the very 
foundations of democratic government and tend to destroy 
needed confidence of the people in the integrity of govern- 
ment and in government's sincere dedication to the public 
interest, rather than its obligations to selfish private special 
interests because of obligations created in financing the 
campaign for election. 

Fund raising for political parties is usually an expensive 
operation in itself. At the national level, the state level and 
in many large local communities, professional fund raising 
organizations and techniques are used for this purpose. The 
cost of such help can and does reduce the contributed dollar 
substantially before it ever reaches the candidate or political 
party. The fact that this is so further complicates the political 
financing picture of today. The trend is toward an even 
further dissipation of such contributions. 

Since we have reached the point where adequate financing 
is absolutely essential to political success, we must recognize 
the conclusion that our long range political freedom can be 
protected only if we find ways to finance honorable can- 
didates without mortgaging their sense of responsibility and 
freedom to act according to their own conscience. 

Political campaign financing has long been hidden behind 
a veil of secrecy. This secrecy has always been wrong, but it 
is even more wrong today when the size of such campaign 
investments is considerably larger than ever before. 

As things stand today, the facts about how a political 
campaign is financed should be more important to the 
responsible voter than even the candidate’s personal qualifica- 
tions. That this is true for the voter, makes it even more true 
for you if you consider a political career for yourself. You 
can not usually escape the self-seeking demands of a financial 
patron in politics after you accept his patronage. You can 
prevent such demands, however, if you clearly decide and tell 
him the terms of accepting his patronage before he gives it. 
There will be nothing we say in these lectures more im- 
portant than what we've said today. I wish there was a better, 
more dramatic and dynamic way to emphasize this point. 
There is no doubt but that money has long been a root of 
evil in the affairs of man—politics is no exception—in fact, 
it may be the best example. 

You cannot become too cautious or too concerned about 
political campaign finances as you move more and more into 
your citizenship role, whether you become a political can- 
didate or not. 
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indeed a great pleasure to be here and I hope that 
I can make the last few minutes of your Conference 
educational as well as interesting. It is always a pleasure to 
see a group of American citizens interested in their country 
and what it was meant to stand for, and seeing that it is kept 
to stand for these same things. 
But there are things that have been happening in our 
lifetime which have been taking us away from the path which 
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we followed to our greatness. One of these problems which 
has been developing is the question of inflation. It is in the 
headlines a lot. Everybody is blaming somebody else. This is 
one of the problems that you cannot fight in the dark; you 
cannot fight it unless you know the source. But we have a good 
deal of a problem in this connection. It reminds me of the 
story of the fellow who went to see his doctor. He asked the 
doctor after he had had his physical examination, “How am 
I, Doc?” “Oh,” he says, “you’re sound as a dollar.” He groans, 
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“Oh, Doc, it’s not that bad!” 

Well, Sammy Kaye, the orchestra leader, a year ago said, 
“Money is so inflated nowadays that a dollar saved is fifty 
cents lost.” There are a good many of us who are begin- 
ning to feel that way because we know that a dollar saved 
twenty or thirty years ago is already at least fifty cents lost. 
We have some politicians about whom you have heard a 
good deal this morning, from one of the Fulbright scholars 
whe stayed “full-bright” instead of “half-bright,” as one of 
our Senators once alluded to the sponsor. Our politicians, 
besides trying to guarantee us social security, have been 
trying these many years, and pledging publicly, to guarantee 
us dollar security. They keep promising us that they are going 
to keep our dollar sound. 

Whenever the politicians who run our government under- 
take a pledge, I think we should look into it, because they 
remind me of that absent-minded professor, and the fellow 
who was out for a motorcycle ride. Like the absent-minded 
professor, they may mean well; but their results from trying 
to help people are not always what we should desire. Now, 
it seems this motorcycle rider was going out for a ride on 
his motorcycle. He liked to speed up as youngsters do, so 
he put on his little leather jacket backwards and buttoned it 
in the back as a windbreaker. Then, he set off for a little 
ride on his motorcycle. Just as he was coming to a corner, 
the old absent-minded professor steps off the curb and steps 
in front of him. The motorcycle rider had to swerve. In his 
swerving, the wheels went out from under him and he was 
tumbled to the ground. The absent-minded professor rushed 
up to see what he could do to help him. Well, to report the 
rest of the story in the words of this professor, “When I got 
up to him, he was still breathing, but his head was turned 
in the wrong direction, and by the time I had it turned 
frontwards, he was dead.” When I told that story to a friend 
of mine, he remarked, “I don’t believe that even an absent- 
minded professor could do that, but a politician might.” 

That is the problem that we are up against when the 
politicans try to interfere in a free economy. And they are 
trying to do it, and have long tried to do it with our dollars. 
This means that we must watch them every moment so that 
they do not break the necks of our financial system. 

When you have a problem, the first thing necessary in 
correcting it is to discover it. Then confess it. And last avoid 
it. A mistake in the national policies on money is like a leak 
in a ship; it may be very obvious in fact, alarming in its 
effect, but very hard to find. 

I want to discuss with you a little bit this morning this 
problem of finding the leak in our dollar ship, that our 
politicians promise us that they are going to plug up. Now 
you will find some of them of one faith and ideology blaming 
organized labor and others of another group blaming or- 
ganized business, or big business, or the monopolies as they 
like to call them, but you seldom find them blaming the real 
cause which is the politicians themselves. 

Americans of the early days, whose honor most of your 
organizations are prone to admire, our forefathers, learned 
about inflation the hard way. We do not have much time to 
go into that, but I do want to say that they, too, thought 
that certain things that they wanted to accomplish by govern- 
ment could be accomplished by inflation of the money supply. 
And so, in the very earliest days of the United States of 
America, it was decided to print Continental currency. They 
started printing these Continental dollars although they were 
advised by the leading economist of that time, Pelatiah 
Webster, not to do so. 

He warned them of the troubles that it would cause. But 
they didn’t pay attention to him at that time, and so by the 
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fall of 1777, barely a year and a half or so after their earliest 
attempts, prices had risen 480% above what they had been 
before the Revolutionary War broke out. Now, that is a huge 
increase. Of course, today, it would not be so alarming in the 
actual figures, but housewives then were alarmed because 
the price of pork had gone up from two cents per pound to 
eight cents per pound, and beef to ten cents per pound. I 
think you know what has happened to the value of the 
dollar since then, in many ways. When the farmers protested, 
price controls were put in; although they didn’t call them 
price controls then. They called them Forcing Acts, Maximum 
Laws, and things of that type. But they put in price controls. 
And as we learned in our lifetime, price controls do not work. 
The farmers would not sell their foodstuffs for the prices 
set officially. And the quartermaster who was in charge of 
getting food for our army at that time told the farmers at 
Reading, Pennsylvania, on December 5, 1777, “If the farmers 
do not like the prices allowed them for this -produce, let 
them choose men of more learning and understanding next 
election.” Art that time the British were buying foodstuffs 
with gold, while the American quartermaster was trying to 
buy them with paper Continentals. He wasn’t getting them. 
My friends, that was the winter of Valley Forge, and that was 
the reason for Valley Forge. That was the very nadir of 
American history. They learned then. The following year 
they lifted price controls, although they continued with their 
inflation. An historian then said that, “In 1778, the army was 
better provided for than usual.” 

Fiske in his “Critical Period in American History” has 
this to say, and I quote, “To all these causes of poverty, there 
was added the hopeless confusion due to an inconvertible 
paper currency. The worst feature of this financial device is 
that it not only impoverishes people, but bemuddles their 
brains by creating a false and fleeting show of prosperity. 
By violently disturbing apparent values, it always brings on 
an era of wild speculation and extravagance in living, fol- 
lowed by a sudden and protracted suffering. In such crises, 
the poorest people, those who earn their bread by the sweat 
of their brows and have no margin of accumulated savings, 
always suffer the most. Of all men, it is the laboring man 
who needs sound money and steady values.” 

Now that may seem like ancient history to us, today, but 
it could be the story of the depression of our lifetime—1929, 
and the years that followed. Our people learned for a good 
many years what “Not worth a Continental” meant. It was 
taught in our schools, and it was understood that a paper 
dollar, inconvertible into solid coin, only led to disaster. But 
unfortunately, we did not learn what we should have learned 
from that lesson, forevermore. 

As we often say, “The price of liberty is eternal vigilance.” 
And one of the things about which we must be vigilant is 
about what is happening to our money; what is happening 
to our dollars. Remember, the dollar is a most important part 
of the economic life of our age. The dollar is one half—is 
one side of every market transaction, of every investment. 
In fact, for every life insurance policy it is two sides. You 
give in dollars of one value and you get back dollars of 
another value. It is thus very important that no one tamper 
with the values of these dollars, if our civilization is to exist 
and progress. 

Money in a state is like salt in cooking. Some of it is 
very necessary, but too much of it spoils every dish and renders 
the whole dinner unsavory to the taste and hurtful to the 
health. We should remember that. The reason that a dollar 
has value is because it is scarce, like any other economic 
good. If dollars were plentiful, we wouldn't want them any 
more than we want air, which is plentiful. 
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In this connection, let me state that the elementary fact 
of economic life in a free society is that we all work in 
voluntary co-operation to help each other. Every transaction 
in a free market economy is one that every participant ex- 
pects will help him. Let me illustrate this briefly, by stating 
that when you see a suit that you want and the price is $100, 
and you want to pay $100 for it, willingly, voluntarily—you 
do it because that suit is worth more to you than $100. And 
why does the storekeeper sell that suit to you? He sells it to 
you because $100 is worth more to him than the suit. When 
the transaction takes place, both parties consider themselves 
better off than before the transaction. 

That is just a simple illustration of the free-market 
economy. No transaction takes place unless both people, or 
all people, expect to gain from the results. Being human 
beings we make mistakes, but under a free society, exchanges 
take place only for the benefit of all concerned. 

Now, just think of the other side of the coin, and what that 
means. Ir means that everything that interferes with a free 
and voluntary transaction reduces the satisfaction of the 
people. If you put a 10% tax on that suit, the price becomes 
$110, and you have to prefer the suit to $110. Now there 
are a lot of people who might prefer it to $100, who wouldn't 
prefer it to $110. They would go without the satisfaction of 
that suit. And the storekeeper would go without the satis- 
faction of the $100 he would receive, unless somebody 
prefers the suit to $110. So every government interference, 
that comes in here, reduces the satisfaction of the people. 
Every interference with a free transaction by government 
reduces total satisfaction. 

Therefore, it becomes important to watch that these inter- 
ferences are not any more than is necessary for the defense of 
our country, our lives and our property. Such taxes are legiti- 
mate. But when they go to taking from people in general 
to help favor political pressure groups, then we are not living 
in a free society. That is the problem that we have to deal 
with today. 

This morning I want to discuss primarily the problem of 
inflation, which has been going on all around us. We see 
some of the results, but very few are able to spot the leak in 
the boat. First, 1 want to give you a little column of Mutt and 
Jeff that appeared in the Washington Star a few years ago. Jeft 
has come in to see his banker, and the banker is sitting at his 
desk. The banker says, “Jeff, you have overdrawn your 
checking account $3.” Jeff, in his carefree manner says, “Oh, 
think nothing of it. I'll just write you a check.” Then the 
banker, rather agitated, says, “Just a minute, just a minute, 
you haven't any money in the bank, you overdrew what you 
had, and now you are using the bank’s money.” And Jeff, 
with his eternal wisdom, says, “Oh? Don’t you use my money, 
when I have it in the bank?” The banker replies, “Er—why, 
of course.” Then Jeff says, “Well, why can’t I use yours?” 

As humorous as that may seem, it is at the heart of our 
basic problem with money. The banks and the politicians 
are using your money which you place in the bank. They 
are using it in any way they see fit, and that is why the 
value of our money has been deteriorating these many years. 


It used to be that people placed their money in a bank, 
I am talking about a checking account now, and the banks 
decided that all the depositors would not want their money at 
the same time. So they said, “We can lend some of these 
deposits to other people and collect interest, and make 
money.” So, they were, and are, lending your money, the 
depositors’ money, to people who wanted to borrow money 
to buy whatever they wanted, and invested it wherever they 
wanted. The problem often arose that when you wanted your 
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money, the money had been lent out. The bank was then in 
difficulty. It could not furnish the depositors all the money 
that they had deposited, when they wanted it. When news 
of this got around, they had what was called a “run.” A 
“run on the bank”—and the bank had to close its doors. 
Then gradually they would sell off their loans and satisfy 
the depositors as best they could. 


Now, this situation was a private situation, where banks 
misused the money of their depositors. However, the poli- 
ticians saw a chance to step in. They said, “We shouldn't let 
the banks misuse the depositors’ money. We should develop 
a system whereby they cannot do that; whereby they cannot 
increase the 110ney supply artificially for their own benefit 
at the expense of the depositors.” But in trying to overcome 
this problem, they reached for a solution which was in 
essence—don't let these big private banks do this, let us do 
it. And so, today, they ask the banks to deposit some of your 
money in the Federal Reserve Banks. The Federal Reserve 
Banks take care of it. Then when their member banks want 
money to meet the demands of depositors, they print it. That, 
in essence, although there are many complications, is our 
inflation problem today. 

A bank, in a free society, has two functions. The first 
function of a bank is that it is a money dealer; a middle- 
man, who collects the savings of people who want to lend 
money and lends it to other people at interest. The bank 
also pays interest. We notice it most in our mutual savings 
banks, where they pay depositors roughly about 1% less 
than they collect from their investments. This 1% covers 
their overhead; their brokerage, for being middlemen. This 
is a very valuable contribution to a free society. It takes 
money that is saved from people who do not want to use 
it immediately and lends it to those who can make good use 
of it and in the meantime pay interest. 


It is a function of the free society to transfer all goods 
and wealth and values to those areas that can make the 
greatest use of them. This is a great function for society. 
If you are saving for your old age, or for a trip to Europe, 
and you cannot use these savings immediately, and somebody 
else can use them now, and will be able and willing to pay 
a little bit more in the future when you want your money, 
the person who borrows is served, the person who lends is 
served, and the person who brings them together is likewise 
served. So the bankers in this situation are furnishing a 
service that is needed for greater economic progress. 


The other function of the banks is to act as a warehouse 
for our demand deposits. We do not like to carry our money 
around with us. We prefer to have it in safekeeping, in a 
bank, where we can draw out a check any time. Then, we 
can write money with our pen and ink and have it handy 
any time we want it. In this sense, the bank serves as a ware- 
house for the safekeeping of money we think we can have 
at any time. This, too, is a valuable function of banks. It 
saves us the worry of theft—it does a good deal of the 
accounting, and it is something that serves society very well. 
However, when they lend this money out, they are giving 
two titles to the same amount of money—the man who 
borrows the money, and the man, or woman, who has it on 
deposit. They are both in a position to spend that money. 
When money hrs been saved once and can be spent twice, 
you can imagine what happens to prices, and what happens 
to the value of a dollar. It is reduced. 

It is a simple economic law, that the greater the supply 
of any commodity, other things being equal, the lower is the 
value of each unit of that commodity. So the more dollars 
there are that can be spent in the market place, the lower is 
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the value of every dollar. And our problem, if you want 
to maintain the value of a dollar, is to see that its quantity 
is mot expanded. The problem is one of preventing this 
artificial expansion of the dollar supply. 

Now, this has many other complications which we won't 
try to get into. It resembles a snarled skein of yarn. It is 
less trouble to snarl up a ball of yarn than it is to unsnarl it. 
When this new money gets into the economy, it has its effect. 
Those who are producing for consumers, business men, have 
to produce for those who bring dollars to the market. They 
produce for those who bring unearned dollars—bank created 
dollars—as well as they do for those who earn and save the 
dollars they spend. And so you have a switch in the whole 
economy, with business trying to produce for those who have 
not earned their dollars as well as those who have earned 
their dollars. 


Now, this system has been built up in our Federal Reserve 
System. They have used three tools for accomplishing an 
increase in the money supply. One is a manipulation of the 
reserve requirements that they require your banks to keep 
with them. These requirements differ from time to time. For 
the large city banks today, they are now about 18%. So that 
18% of your deposits are in the hands of the Federal Reserve 
System, and they can be lent out. The Federal Reserve Banks 
can do with those dollars as the law permits—buy govern- 
ment bonds, or almost anything that they want. They do this 
with your money, and make a profit which pays a dividend 
to the banks and then the Treasury takes any surplus. By 
manipulating these reserve requirements up or down, they 
can change the money supply, and thus tend to create an 
atmosphere of false prosperity by increasing the money supply 
when they wish. 

The second means they have for increasing the money 
supply and decreasing it, if they should so wish, is what they 
call “open market operations,” which, as I mentioned before, 
is using these reserves—a part of your money—to buy 
government bonds and support the government bond market 
and keep the price of government bonds up high, and at the 
same time, put more dollars into circulation—dollars that are 
competing with the dollars that you have earned and saved— 
dollars which reduce the value of every previously outstand- 
ing dollar—dollars which reduce one side of every contract 
payable in dollars. And this has been going on, lo, these 
many years. 

The other method which they use is what is called the 
“discount rate.” This may sound complicated. However, the 
discount rate is merely an interest rate taken in advance. It 
is fairly simple. When the Federal Reserve System was 
created, it was thought that it wouldn’t be possible to have 
inflation because new money would only be allowed when 
there was a business need for it. When businessmen came 
and borrowed for a specific purpose, the money would be 
created.and it would only be created to support “the needs 
of business,” so called. But they did not apparently fealize— 
these were honest men. I am not saying anything against 
their honor or intention. But they were men who did not 
seem to understand what some found out later, and used for 
the purposes of decreasing the value of our dollar. 


I think you can easily understand this, the interest rate 
in a free society is that thing which equates borrowing and 
lending. If you want to borrow a hundred dollars at an interest 
rate of $5 a year, that means that you prefer a hundred 
dollars now to a hundred and five dollars a year from now. 
If you get that hundred dollars now, you get what you prefer. 
For the lender, it means that he prefers a hundred and five 
dollars a year from now to a hundred dollars now. This 
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transaction puts both parties in the position of receiving that 
which they prefer, and the interest rate is mutually agreed 
upon. And the borrowings equate the lending. . 


Now, in the system which we have developed, the banks 
can lend more than the savings, and therein lies our problem. 
They do this by reducing the interest rate. When you reduce 
the interest rate from 5% to 4%, there is a greater demand 
for borrowing; for personal reasons, for business. For in- 
stance, if you were considering a business transaction that 
involved a million dollars which you had to borrow, 1% 
of that is ten thousand dollars. You certainly know that 
reducing the cost of any transaction by ten thousand’ dollars 
is going to make something profitable that would not be 
profitable if it had that ten thousand dollars additional ex- 
pense. So, when they reduce the interest rate artificially by 
fiat, by the action of politically appointed men, they increase 
the demand for dollars. Then, to meet this increased demand 
for dollars, they print some, or they open up a demand 
checking account, for the government if it is to finance a 
deficit, or for individuals if they borrow it. Through this 
system, the dollar supply is gradually increased. 


When this measure, the Federal Reserve Act, was brought 
up on the floor of the Senate, Senator Root of New York 
is quoted as saying, and he came pretty near to the truth, 
when he opposed the Act on the grounds that, “We are all 
optimists in this country. That means that we are all infla- 
tionists. The direction of the (Federal) Reserve Banks,” he 
said, “will be optimists; they will be inflationists. Board 
members, also.” And so it turned out. They have felt that 
they should increase the supply of money whenever they 
thought business was poor. 


Now I could go on and tell you a good many instances, 
and if time permitted I would like to do so. But our time is 
one of the most valuable things we have. It is what we pay 
interest for, just because we want something before we could 
otherwise get it. We must cut down. But let me say that our 
World War I was fought and financed to a large extent by 
a small amount of inflation. We had a reaction in 1920 and 
'21 from this excess. These people then found that they could 
manipulate these things. There was a little of this issue of 
extra money in 1924 to help the political party in power and 
it won the election. So they, those in political power, thought 
that they could always create a little prosperity by issuing 
a few more dollars. This in essence is giving some people 
new dollars that are unearned and taking the value away 
stealthily from every other holder of dollars and every other 
owner of a contract payable in dollars. 


Now in 1925, the British got into difficulties. They 
wanted to restabilize the British pound at its pre-World 
War I price of $4.86. For the year previous, 1924, its value 
on the world free market was $4.40. But the head of the 
Bank of England came over here and said, “You hold down 
your discount rate. If you hold your interest rate down low, 
lower than ours, then gold will flow to us and we will be 
able to put ourselves back on the gold standard at $4.86.” 
We agreed. We lent them money, and we reduced our dis- 
count rate, and they went back at $4.86. They raised the value 
of the pound on the world market from $4.40 to $4.86. 


Now England operates largely like a factory; buying raw 
materials abroad, and selling finished goods to the rest of 
the world. This meant that in terms of American currency, 
or in terms of the currency of any one of their buyers, their 
prices had been increased by roughly 10%. Now you know 
what happens to sales when you increase prices 10%. The 
sales dropped off, and England was in a slump. The only 
way to meet this slump was to lower wages so that they 
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could reduce prices and keep up the volume. Lower paper 
prices, of course. But British labor was organized, and refused 
to accept lower pound wages. We had a coal strike, and we 
had a general strike, and we had great unemployment in the 
black areas of Britain. They refused—the labor unions refused 
—to let employers cut wages. So England finally had to go 
off gold. 

But before they did, the head of the Bank of England came 
over here again and he said, “Reduce your interest rates still 
lower, because you are taking the gold away from us, and 
let the gold go back to England.” And we did it. We did this 
and lowered our discount rate so that the banks in New York 
City could borrow money from the Federal Reserve System 
for something like 342 or 4% and take it across the street 
to Wall Street and lend it in the stock market for demand 
money rates of 6% and 8%. For walking across the street 
they could make 2% or more on the money that you put in 
your bank, that goes to the Federal Reserve System, to be 
borrowed by other banks and taken across into Wall Street. 
The banks made several million dollars on a hundred million 
dollars in a period of a year. It looked like we were having a 
very prosperous time. 

We had political problems in 1928. Nobody wanted to 
cut down on the money supply and cause a reaction or a 
depression, which is merely a readjustment to producing 
goods for those who earn their dollars rather than producing 
also for those who do not earn the new dollars that are 
created. When we go off on this inflation binge, we are 
issuing new dollars that are not earned. These doilars are 
spent, and businessmen produce for them. When we stop 
this inflation, those businessmen are out of business, or that 
part of their business is. They must shift their business to 
producing only for those who earn and save. This calls for a 
readjustment of the whole business economy, and it means 
that we should have very flexible interest and wage rates so 
that people and investments will be shifted. 

But we have, as England had in the 20's, a rigid wage 
system which results in a production rigidity. The wage 
workers refused to take cuts, and industries maintained prices 
so high that the goods could not be sold in the quantity that 
might otherwise be sold. You see this today. You have seen it 
within the last year in the steel industry. What happens when 
steel prices go up? The fact is that less steel is bought; and 
fewer men are employed in the steel industry. The labor 
union leaders are not too worried about it, but the men who 
are thrown out of the steel industry are, the men who might 
otherwise work in the steel industry. They must compete 
with others for other jobs. They drive those wages down, 
and some become unemployed. Then they ask us to take 
care of them through unemployment insurance, or some other 
form of dole. And so the unions are asking us to underwrite 
their higher-than-free-market wages, by asking us to take 
care of the unemployed. 

Now, I could go on with this and show you how this 
inflation has been used. We talked about ‘28, when those in 
power wouldn’t do what was necessary, and in "29 we had a 
crash. Then we had an Administration that believed that the 
solution of every problem was the creation of a more-money, 
a larger dollar supply, and they tried it. It didn’t work until 
the British and the French got into difficulties in '39 and started 
sending their gold here. Then, our inflation took hold with 
a vengeance. Our money supply, which was less than twelve 
billion when the Federal Reserve started, was doubled by 
1934. Today, that twelve billion has become $145 billions. 
The supply of money has been increased by that much al- 
though the amount of gold behind it has only gone up from 
about $2 billion to $19 billions. 
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There are other problems. Foreigners can get gold for 
their dollars, but we Americans here in this country cannot. 
We could go on with that, but the main point I want to make 
here today is that when you read in the papers that the labor 
unions are the cause of inflation, or that the business leaders, 
in exacting higher prices, are the cause of inflation, re- 
member that the cause of inflation is the politician who issues 
new dollars. After they have created these, prices rise and 
they give in to the labor unions by laws that enable the 
unions to extract higher wages out of consumers and in- 
vestors. Then, the goods cannot be sold at their former 
price; they can only be sold at higher prices. Then, for the 
full employment program of our left wing idealists, it is 
necessary tO pump out more money so the goods can be 
sold at higher prices. So the government goes along with 
pumping out more money. This recession, so called, of 1957 
and 1958 was nothing more than a readjustment toward a 
sound economy which they stopped by issuing during 1958 
something like 51% billion mew dollars. And remember, 
the issue of every new dollar lowers the value of every dollar 
in your bank account and in your pocketbook, and every 
dollar due you in wages or in a rent contract or anything else. 

Now, I want to close here by stating that these things are 
bound to come to an end, because it always takes more and 
more money to support the higher and higher prices and to 
keep the economy running sufficiently. When the people 
become aware of what is happening, the thing has to come 
to an end. With the women it goes through three stages. 
The first stage is, “Mmm, prices are up a little higher. I 
don’t think I'll buy today. I'll wait until next week, or next 
month, and maybe they'll come down.” The second stage is, 
“Prices are going up. I'd better buy now. I am going to want 
that three months from now, and it will probably be cheaper 
if I buy it now.” And the last stage comes when the women 
say, “The value of the money is going down. I don’t need that 
table, but I had better buy it now, because it will be better 
than keeping dollars.” That is the way the situation goes 
when you hand over to the politicians the power to manipu- 
late your money supply because our dollar is no longer 
redeemable in gold. Because it is no longer redeemable in 
gold, they can do this without your knowing what is hap- 
pening. 

One man who was on the Federal Reserve Board from its 
beginning until 1936, had this to say, at the time the New 
Deal was taking over our banking system. He testified, “We 
have had something of an obsession for easy money, a feeling 
that it makes for an atmosphere of business, that it can stop 
a recession of business and turn a period of depression into 
one of recovery.” This same man also said, in his closing days 
as a Federal Reserve Board member that, “Up to this day 


* it has never yet been demonstrated that any agency can be 


invented to which power to govern the currency could be 
entrusted without ultimately disastrous consequences.” 

If we are to remain free, we must regain our right to 
own and use monetary gold and never again permit politicians 
to print money or get their hands on our money and use it 
as they see fit. As our President once said, when he was 
running for office the first time, “A bankrupt America is 
more the Soviet goal than an America conquered on the 
field of battle.” 

And, as Abraham Lincoln said, “At what point, then, is 
the approach of danger to be expected? I answer, If it ever 
reach us, it must spring up amongst us. It cannot come from 
abroad. If destruction be our lot, we must ourselves be its 
author and finisher. As a nation of free men, we must live 
through all time or die by suicide.” 

I thank you. 
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Welcome Into This Great Society 
Of Free Men 


LAW IS THE PARENT OF LIBERTY 
By CHARLES J. McNAMEE, Judge, U. S. District Court for the Northern District of Ohio 


Delivered to the newly naturalized citizens in his court, Cleveland, Ohio, December 18, 1959 


Fellow Americans: 

AM HAPPY to thus address you, and I am sure you are 
proud to receive this salutation. You entered this court 
room this morning as subjects or citizens of a foreign 

country. Each of you shall leave here bearing the noble title 
of Citizen of the United States of America. 

You have become members of the greatest of all fraterni- 
ties. This fraternity has no secret signs or hand clasps. It 
holds no secret meetings. Its members wear no distinguishing 
emblems or dress. The pass-word of the fraternity is Liberty, 
and its members are united in a common effort to achieve 
equal justice under the law. I bid you welcome into this 
great society of free men. 

Over 160 years ago this society was established by the 
Fathers of this Republic with the avowed purpose of securing 
the blessings of liberty to themselves and their posterity. 
You are now privileged to share these blessings in full 
measure. All the protective guaranties of our fundamental 
law are yours. You stand equal with every other man and 
woman before the Law. 

There are dues in this great fraternity which you must 
pay to remain a member in good standing. They are— 
Loyalty—Respect for Law—And the intelligent and con- 
scientious performance of the duties of citizenship. 

Men are loyal to institutions that promise the fulfillment 
of their highest hopes and aspirations. If you know the 
genius and purposes of our institutions you will be loyal to 
them. When you come to learn of the courage, heroism and 
sacrifice that have made possible this great experiment of 
men governing themselves, you will experience a deep de- 
votion to the great cause of human freedom which is the 
paramount objective of the American system of government. 
It was here that for the first time men solemnly proclaimed 
in a written document a fundamental law designed to insure 
liberty to all. 

This nation fought a bloody war in 1861 to 1865 to 
preserve its unity and to free ali men irrespective of their 
race or color. Twice within recent years this nation has 
fought in world-wide conflicts. In neither of these wars did 
our people seek or gain any territorial or material advantage. 
In both world wars we suffered great losses. In both of them 
we fought to overthrow tyranny and to preserve liberty for 
ourselves and other liberty-loving peoples of the world. Since 
the end of the last war, in an effort to help others, we have 
given of our resources and wealth with a prodigality hitherto 
unknown in the history of man. For all of this we seek only 
one objective—to strengthen the cause of freedom here and 
everywhere. 

A nation that is motivated by such lofty purposes merits 
your undeviating loyalty. At this hour we face the threat 
of another world conflict. It is a time when your loyalty may 
be tested. There are those who may seek to weaken your 
allegiance to the government of this nation. There are a few 
amongst us who would destroy our form of government and 


whose real loyalty is another way of life. They may attempt 
to weaken your attachment to the United States. If and 
when you meet these disloyal citizens of our republic, re- 
member the pledge you have given here today. Remember 
that in common with your fellow Americans it is your solemn 
duty to uphold and defend the Constitution of the United 
States from its enemies within this country as well as from its 
enemies abroad. It is because of the confidence that your 
government has in your continued loyalty that it is this day 
conferring the honor of citizenship upon you. You must 
never betray that confidence. 

Respect for the law means more than a reverence for its 
rituals and procedures. It means more than respect for the 
persons of officers and magistrates of the law. Respect for 
the law is best demonstrated by an unquestioning obedience 
to its mandates. You have a right to advocate changes in 
the laws of the nation, of the state, and of the municipality 
in which you reside. It is the duty of citizens to endeavor 
to secure those improvements and changes in the law that 
will eliminate or ameliorate harshness and injustice. Without 
a tule of law there can be no liberty for the individual. 
Without a law-abiding citizenry there can be no orderly 
society. Law is the parent of liberty. So I urge you not only 
to obey the law yourselves but to so train and educate your 
children and others committed to your care as to inculcate 
in them an abiding respect for the law and a determination 
always to obey its commands. 

The third consideration you are expected to pay for the 
high honor you have received is to discharge the duties of 
citizenship conscientiously and with an intelligent under- 
standing of the issues you may be called upon to decide. You 
may rest assured that every vote you cast at the polls will 
be a secret one. Unless you choose to reveal it, no one will 
ever know the choice you make at the ballot box. Be not 
afraid to be independent. Vote for men and for measures 
as you in good conscience think right. In casting your ballot 
be concerned only with making those selections of men and 
of policies that in your good judgment will best serve the 
interests of your community, your state, and nation. Study 
all viewpoints on all public questions. Discuss these view- 
points with your fellow men. Examine the record of all 
candidates for public office. Men who hold public office in 
this country are servants of the people. Vote only for men 
of honor, of probity, and ability. Never be influenced in 
your political judgments by considerations of race or religion. 

There are forces within our country that would foment 
dissension between and among our citizens. They will appeal 
to your prejudices and to your ancient loyalties in the hope 
of influencing unfairly your political action. Reject all of 
these. Bear in mind that the great majority of our citizens 
is striving to eliminate all prejudices and hatreds that impair 
our national unity. The task of being a loyal, intelligent 
citizen is not easily discharged. It means constant and con- 
tinuous study of the many serious questions that arise in a 








complex society such as ours. But if we American citizens 
are to remain competent to govern ourselves, we must know 
and understand the problems of government and be qualified 
to form sound opinions about political issues and about 
the men who offer themselves as candidates for public office. 
Citizens of this country of ours come from every part of 
the civilized world. Like yourselves, a substantial number of 
our citizens are men and women who have been born and 
raised in other lands. A much larger body of our citizens 
are the immediate descendants of foreign-born parents. In 
both of these groups there are many of our most distinguished 
men and women. In both of them are citizens of outstanding 
loyalty who have added great strength to this nation. Pattern 
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your lives after theirs. Resolve that you shall know of the 
greatness of America, the greatness of her ideals and her 
institutions, and that knowing your country and learning of 
the great opportunities that are here for the humblest of 
men, you will from time to time renew in your hearts the 
pledge you have taken here today. We ask not that you 
forget the countries from which you came. We ask only 
that you be loyal to this nation above all others——that you 
obey its laws, and conscientiously perform your civic duties. 
In return we promise the fullness of opportunity to develop 
your talents, to enjoy the fruits of your labors, to think, to 
speak, to worship as you will, and to be happy in living a 
good life as citizens of a free nation. 


The Nation’s Manpower Picture 
In The 1960s 


BASIC ERRORS IN OUR THINKING ABOUT CAREER PREPARATION 
By JAMES T. O'CONNELL, Under Secretary of Labor 


Delivered before the Oklahoma Education Association, Department of Classroom Teachers, Tulsa, Oklahoma, March 11, 1960 


labeled “Sputnik I” was placed in an outer space orbit 

around the earth by the Soviet Union. The ramifica- 
tions of this event have been many, but certainly one of the 
more curious (and least important) of these has been the 
fact that speechmakers now have a ready-made topic when 
scheduled before an educational group—they can tell educa- 
tors like yourselves what you have to do to compete with 
the Russian school system. I think I'll forego that pleasure 
this morning. Instead, I will try to point to another result 
of Sputnik I and the satellite contest which has followed 
ever since, a development which has been a happy one for 
the future of this Nation—and that is—that— 

Today, we see an American public more aroused and more 
concerned, more attentive and more dedicated to the educa- 
tional needs of our children than it has been at any other 
time, I think, in the history of this Nation. 

This has been a type of interest much different in character 
than in the past. We see American parents concerned not 
merely with the immediate situation; with Johnny's “D” in 
Arithmetic, or his cutting up in class, or his playing hookey 
from school, or his playing in the band or being in the 
school play, but in something more fundamental. 

We see at work in this country a kind of “professionalizing” 
of the layman's approach to the challenge of a sound educa- 
tional system. We have, in a sense, assimilated our thinking 
with that of educators such as yourselves, and the result has 
been that we have come to recognize that the fulfillment of 
our individual aspirations for our children is only as probable 
as the overall system itself is strong. 

So we find ourselves concerned with such matters as 
whether or not a ten or eleven-year-old youngster might be 
able to absorb a little Spanish or French, or how early a little 
higher mathematics might be introduced to supplement the 
daily dose of arithmetic, or the wisdom of acquainting our 
children with the meaning of international Communism. 

We take a close look at the salary of a valued instructor 
in relation to our own income, and we decide that the business 
of school construction is not the sole concern of the school 
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board and the city council. We develop an interest in a new 
educational concept which has originated in a part of the 
country thousands of miles from our own. We familiarize 
ourselves with the advantages of student counseling, closed- 
circuit television instruction, speech therapy and reading 
improvement programs. 

And perhaps as the ultimate, incredible indicator of this 
trend, we allow an alarm clock to uproot us from a sound 
sleep at 6:15 in the morning in order that we can ourselves 
return to the classroom to learn a little physics or conversa- 
tional Russian. 

Developments such as these, it seems to me, are in the 
nature of a major changeover in our thinking. I don’t recall 
with enough degree of accuracy to be certain, but I doubr 
that my own family’s interest in the New York educational 
system ever went much beyond whether or not they would 
be able to do enough with me to eventually make me the 
engineer I wanted to be. After I made it, I am sure that 
their sole reflection on the matter was probably that it must 
have been the best system in the country. 

Well, I don’t know how much you welcome this intrusion 
of the layman into the mechanics of education as I am sure 
you run into local situations in which the broth is clearly 
being worked over by to many cooks. But, in point of my 
responsibilities as Under Secretary of Labor, I can only wel- 
come it with a high degree of enthusiasm. 

I welcome it because the business of education is linked 
inseparably to our Department's 64-dollar question: whether 
or not this Nation is going to have a future labor force 
adequate enough in terms of skill and training to meet the 
demands of a business and industrial machine characterized 
not only by feverish expansion, but by a face and nature 
which is so rapidly altering itself as to literally astonish any- 
one who has taken the time to examine it closely. 

If we do successfully meet this challenge, I am convinced 
that a major, contributory factor will be the new nationa! 
interest in education—on the individual level—that I have 
touched upon. I say this because this interest translates itself 
into national awareness, and from this awareness can emerge 
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a kind of spontaneous collective, national planning in the 
field of career preparation which will well up from the com- 
munity level—which will grow from “the grass roots.” 

I would put it this way. A father’s devoted interest in the 
school his boy attends ought to be but one step removed from 
that same father’s interest in how well his son’s studies relate 
to the realities of a changing job structure. And when parents 
across the land begin Pridging this step, in concert with 
teachers such as yourselves, I think we are going to have an 
effective answer to the Moscow formula which holds that 
if you are going to need ten thousand new chemical tech- 
nicianms in another five years, you simply regiment ten 
thousand qualified youths in the appropriate direction. 

If, in a free, democratic society such as ours, we prefer 
to meet our national manpower and career objectives through 
individual decision and initiative, what ought to be the role 
of central government in a field such as this? 

I think the Federal Government’s responsibility should be 
threefold to provide study, and furnish advice, and to give 
direction with regard to the total employment outlook of the 
future. And in the Department of Labor, this responsibility 
has occupied our attention for a number of years now. By 
way of example, we released a long-range occupational out- 
look study last fall which is so detailed that its size is better 
measured in pounds than in pages. And, if you were to ask us, 
we could probably give you a pretty accurate idea of what 
the employment picture by occupations will be like two or 
three decades from now although the only people who would 
be immediately concerned are toddling a path between 
crib and high chair these days. 

But since I am certain that you will be interested in what 
is ahead for the next decade, it is my intention to give you 
some indication this morning. I can do so on the basis of a 
lengthy study made in the Department of Labor, and released 
in summary form just a little over a month ago. What it 
reveals is, in some respect, startling. And where it is startling 
to the degree that solutions do not clearly manifest them- 
selves, the brunt of the task of developing the right formula 
is going to fall to two fronts:—the Nation’s employers, and 
the Nation's educational system. 

Now let's consider the facts. What's ahead in the Nation’s 
manpower picture for the 1960's? 

To begin with, there are three major points which will 
have an important impact upon all of us. They are: 

1) A substantial, a significantly larger increase in the 
number of people seeking work in the American 
labor market, - 

2) A continuation, probably an acceleration, of the 
trend toward white collar occupations, 

3) A rise in the training and educational level of 
all jobs across the board. 

I would like to break those three statements down into 
the facts from which they originate and to give you some idea 
of the human resources available to us, and the type and 
kind they are. 

The first major factor about the future is the growth 
expected to take place in the labor force itself. 

Between 1960 and 1970 the labor force is expected to 
increase from about 7344 million workers to 87 million. 

This net increase of about 1314 millions, however, is based 
on a gross entry of 29 million new workers, 26 million of 
whom will never have worked before since we must counter- 
balance the expected exit of almost 16 million from our 
workforce due to death, retirement, and other causes. 

That is a colossal jump in numbers of people, but we get 
a real surprise when we see what kinds of people are going 
to be making up the huge labor force. 
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Just about one out of every two of them will be young 
people under 25 years of age. 

Another two out of five will be over 45 years of age. 

Only 13% will be between 25 and 34, and, most sig- 
nificantly, there will be an actual decline in the number of 
working people in the labor force in the prime age bracket 
of 35 to 44. 

The low birth rate of the 1930's has given a unique con- 
figuration to our population and its distribution through the 
labor force. It is an hour glass figure, with the wide areas of 
increase et the bottom and the top, and an actual constriction 
in the center. 

When you consider, however, that normally the pressure, 
the accent, the demand center on workers with training, 
experience and skill, workers clustered in the narrow neck 
of the glass, as it were, you can see the problem of manpower 
use and abuse that we face. 

We will have to fill an increasing number of highly tech- 
nical jobs from a diminishing number of people usually 
considered capable of performing them; at the same time, we 
will have to provide job opportunity for a greatly increasing 
number of young people who do not have the experience or 
the training usually required. 

Our second point was: there is the continued swing toward 
white collars. 

A few years back, we passed a major historic milestone in 
America when the number of people in white collar jobs 
—professional men, managers and technicians, office and 
clerical workers, salesmen and insurance agents and the like— 
outnumbered the people in blue collar jobs, in manufacturing, 
construction and the like, for the first time in our history. It 
was like finding the end of a frontier; the jobs that built 
America, jobs ordinarily associated with muscle and stamina, 
and physical capability were surpassed by the jobs we associ- 
ate with higher education and training. 

The trend will continue to the point where 45% of all 
jobs in the country will be white collar, 36% will be blue. 
The remainder will be in farming and scattered over various 
service activities. 

And third is the important point, that more and more of 
the available jobs during the 1960's will require more and 
more education and training. Not only among the white 
collar occupations, but the others as well. Within the blue 
collar field, for example, the important thing to note is that 
the skilled craftsman will definitely increase in numbers; but 
the unskilled worker is expected to continue his decline ‘in 
the job picture which has been going on now for about half 
a century. 

Well, those are the basic facts of the manpower outlook 
for the 1960's. What is the significance of these facts for 
you here today? 

Two points which I made should be of particular interest 
to you: In the so-called “blue-collar” work force, skilled 
positions will rise, unskilled will continue a rapid decline. 

Also, one out of every two of the 1314 million increase 
expected in the work force by 1970 will be under 25 years 
of age! 

To these points, I will add a third concerning the decade 
ahead. We can expect to see seven and one-half million 
youngsters drop out of school before receiving a high school 
diploma, and of this number one out of three will not even 
have gotten as far as high school. 

These, I am sure, are sobering facts to educators such as 
yourselves. 

These youngsters are sitting in your classrooms today, and 
if national figures are an accurate indicator, a good share of 
them are not aware of the changing manpower structure and 
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are not preparing themselves for a worthwhile place in an 
industrial economy daily changing its nature. 

When I see a bright, young man of 19 or 20 constantly 
changing from truck helper to delivery boy to part-time 
construction worker in the summer and to part-time mail 
carrier around Christmas—and nonetheless unemployed about 
half of the time—I get the feeling that career guidance in 
his case either failed miserably somewhere along the line, or 
simply did not exist . . . anywhere along the line. I say this 
because I can pick up the “Help Wanted” section of almost 
any local newspaper and see ad after ad for electronic tech- 
nicians, carpenters, engineering assistants, pipefitters, turret 
lathe operators, and what have you; all high-paying positions, 
and all skilled. 

I do not mean to suggest that this youngster’s case was 
entirely the fault of our educational system because I am 
aware of the great strides you and your associates have made 
in the field of guidance and counseling—but there was some 
failure, somewhere. About a year ago, I was a guest—for a 
day—of a modern high school in Hagerstown, Maryland. 
The splendid physical plant itself proved something of a 
revelation to me, but I was totally amazed when the up-to- 
the-minute facilities and resources for counseling were ex- 
plained to me, including a trial use of closed-circuit TV 
for this purpose. 

I was greatly impressed with the potential for day-to-day 
career planning among our youth through the joint efforts of 
the professional counselor and the classroom teacher. 

This is the area in which I would like to attract your 
interest. In your own minds, I would like you to take a look 
at all of the students you know—not just the bright ones 
and not just the slow ones—and ask yourself where you think 
each of them will be at age 22 or 23—and where they could 
be. I think that you will find that you can easily picture some 
in the professional and managerial categories, and that you 
can easily see others in the skilled occupations. But you will 
probably also find that there is a third set of youngsters whom 
you just can’t seem to place anywhere. These are the young 
people, some extremely bright, some much less gifted, whom 
we just do not seem to reach at all in career guidance. These 
I would ask you to make your special targets in developing 
an awareness of what's ahead in the job future. Try to elimi- 
nate drifting into life-work. 

I would submit that there appears to be two, basic errors 
in owr thinking about career preparation, and that these 
errors have had a tendency to rub off on the minds of our 
children. 

The first is that we tend to over concentrate on the college 
education, often at the expense of other, equally important 
courses of study. 

The second is that we fail to accord the trade and industrial 
careers the honor, the prestige, and the dignity which they 
merit, 

One result is that we see our college classrooms across 
the country crowded with young men and women who have 
no real, deep down desire to be there, and, hence, probably 
should not be there. Prodded by parents desirous of seeing 
their children receive a college degree, these reluctan. scholars 
frequently yawn or play their way through four years of study, 
lictle better off at the finish in terms of their own work career 
preparation or the national need. Often they don’t make 
graduation, drop out after a year or two, and begin an aim- 
less drift, career-wise—unskilled for blue-collar work, un- 
trained for higher-level white-collar work—unequipped for 
prideful, purposeful living. 

A partial solution to this problem might be found if we 
were to begin giving the mechanical and industrial trades 
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a new degree of prestige and a just and realistic value label. 
It is a sad fact that in too many of our schools we have 
continued to regard our vocational programs of study as the 
dumping grounds for the slow learners and the disciplinary 
cases, rather than a conscious vehicle of preparation for a 
satisfying and contributing livelihood. Often the result has 
been a youth who doesn’t make the grade as a skilled worker, 
or one who barely does, being generally ill-equipped to meet 
the demands that must be placed upon his ability. And so 
we often see a continued, and understandable, under these 
circumstances, aversion to the vocational courses on the part 
of brighter students with mechanical and industrial aptitudes, 
to say nothing of their parents. 

Dr. Conant, as a finding of his broad-based research, tells 
us that one of the basic faults is a lack of effective liaison 
between the teachers of the general educational subjects and 
the teachers of the vocational subjects. From my limited 
knowledge, this indicates we have drawn too sharp and dis- 
tinct a line between these two fields of education and have 
had an adverse effect on efforts to guide well-qualified young 
people toward the development of technical, managerial and 
clerical skills. Perhaps there is a real need to explain in this 
area and to bridge this gap where it exists. 

There is also a real need in another area, and there is no 
“perhaps” about it. As I indicated earlier, during the next ten 
years some seven and one-half million American boys and 
girls can be expected to drop out of school before obtaining 
a high school diploma. We have given this problem a great 
deal of study in the Department of Labor and we have come 
up with some conclusions which have decidedly important 
implications for the American teacher . . . the person who 
can so greatly influence the young mind of the boy or girl 
who now chooses to leave school early. 

We found that “drop-outs” by no means form a neat, 
homogenous group with their own unique set of problems. 
They leave school under a vast variety of personal circum- 
stances, and for an amazing variety of reasons. 

We found thar the drop-outs should not be charged as 
exclusively the fault of the secondary school. The problems 
which lead to leaving school early begin—and often show 
quite openly—way back in the elementary grades. 

We found that the oft-expressed dissatisfaction of the 
drop-out with the school programs offered does not neces- 
sarily reflect mere rationalization on his part. Their complaints 
carried a degree of consistency which suggested that there 
might be some merit in specially designed curricular for 
these youths. 

Finally, and I find this most important, we found it most 
probable that a good share of the drop-outs might have made 
the grade as skilled highly trained blue-collar workers—if 
they had stayed to receive a high school diploma and become 
eligible for training in these fields. 

To me, all of these facts represent strong evidence that 
what is most needed is some form of general career guidance 
as early as the elementary grades. We cannot expect a child 
to select an occupation before he is into his teens, but we 
can make an effort to give him a better acquaintance with 
the workaday world of which he—in a few short years—will 
be a part. When we leave general occupational guidance and 
counseling to the high schools exclusively, a large number 
of our youngsters who leave school early never even get to 
the point at which it is offered to them. 

Overall, I want to leave with you two basic facts to be 
considered and weighed by both yourselves and the now 
more educationally-sophisticated parents of your students. 

1—There will be a constantly rising demand for skilled 
workers in the years ahead. 
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2—The unskilled worker with a low level of education 
is likely to share very little in the economic fruits of 

our expanding business and industrial machine. 
On the strength of these two points alone, I would implore 
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every parent, teacher, and student to unite in following the 
logical course:—job career preparation at as early an age 
as possible. 

Thank you. 


Space Exploration 
AVOID CONFUSING MISSILE AND SPACE ACTIVITIES 
By T. KEITH GLENNAN, Administrator, National Aeronautics and Space Administration, Washington, D. C. 


Delivered at the Worcester Economic Club, Worcester, Massachusetts, February 15, 1960 


Club, Ladies and Gentlemen: My presence here 

tonight is the result of two forces, one pulling—and 
the other pushing me toward the same end objective. When 
Arthur Bronwell starts on a project, he sees it through, as 
I suspect many of you have found to be the case when he has 
asked you for money for your great community and national 
asset—the Worcester Polytechnic Institute. He started on the 
job of planning this trip and speech for me many months ago, 
even though I was loath to commit myself so far in advance. 
On the other hand, being acutely conscious of the fact that 
I head an agency of the government engaged in spending a 
very large number of taxpayers’ dollars every year, I feel an 
obligation to report in person to groups of interested citizens 
whenever my schedule will permit. With Bronwell pulling 
and my conscience pushing, I am here tonight to discuss with 
you some of the important facets of the Nation’s program in 
space exploration. 

It is particularly appropriate that we are discussing these 
matters in Worcester. Much of the pioneering work in rocketry 
was done in this community by the late Dr. Robert H. 
Goddard. Born in Worcester in 1882, Goddard earned his 
bachelor’s degree at Worcester Polytechnic Institute in 1908, 
completing his work for both a Master's and a Doctor's degree 
at Clark University a few years later. 

Dr. Goddard began thinking about the development of 
rockets in 1909 and received two U. S. patents in 1914. 
Supported in his research by grants from the Smithsonian 
Institution, Clark University and Worcester Polytechnic 
Institute, he was able to launch, in 1926, the first liquid 
fueled rocket—some five years before the Germans began 
the work which led to the V-2 rockets of World War IL. 
Known today as the father of American rocketry, Goddard, 
a quiet man, a meticulous scientist and able teacher, long a 
member of your community, left behind him at his death 
in 1945, the basic seeds from which have sprung our present 
day billion dollar program. 

Let me start my discussion by defining several of the terms 
we use in the missile and space businesses—terms which are 
confusing to you if you are like most of the people with 
whom I talk. In fact, I want, if I can, to differentiate for you 
these two related but distinctly different activities. Then I 
will tell you something about our program in space explora- 
tion. I will describe briefly the inter-relationships of NASA 
with the Department of Defense. Touching briefly on the re- 
sources available or to be available to us, I will finish with a 
statement of the reasons for our interest as a nation in a 
dynamic, costly, and exciting program of space research and 
exploration. 

First—as to definitions. One of the most common mistakes 
made by the layman—and, indeed, by persons who have some 
considerable knowledge of our operations—is that of con- 
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fusing the missile business with the space business. To an 
extent, such confusion is natural—for these two activities are 
related. But to confuse them as some people do and as the 
Soviet propagandist would like us to confuse them is some- 
thing to be avoided. Let me explain. 

The missile and space businesses are related because they 
both use rockets as propulsion units—oftentimes the same or 
very similar rockets. They both use launching pads—usually 
the same | .unching pads at Cape Canaveral or at the Pacific 
Missile Range. The same or similar techniques are used to 
provide guidance and control information to the rocket units 
in flight. They are or can be tracked in their research and 
development flights by the same ground-based equipment. 
And a man experienced in the design, production, tescing, and 
launching of a rocket to be used as the propulsion unit for a 
nuclear warhead would likewise be qualified to perform these 
same functions on a rocket which was to form one unit of a 
launch vehicle system for use in the space exploration program. 
In fact, most of the large rockets used in our space program 
were developed originally for use as warhead carriers in 
the military missile program. 

Here the similarity stops. I think I can demonstrate my 
point by using some models I brought along with me. 

Now to the real importance of avoiding confusion in 
thinking of missiles on the one hand and launch vehicles for 
space activities on the other. The Russians have developed 
much more powerful rockets than we have thus far developed. 
They began development at a time—five or six years before 
we undertook seriously to build a missile-carrying rocket— 
when the Russian nuclear warheads were very large, heavy, and 
relatively inefficient. The early versions of our atomic bombs 
were heavy and large also, but we concentrated on the 
manned bombers—the B-29, B-47, and the B-52—as the 
basis for delivery of our nuclear warheads. Only after we had 
solved the problems of producing lighter, smaller, and enor- 
mously more efficient atomic and hydrogen bombs did we 
start a determined, all-out program to produce a rocket to 
carry these bombs to the target. This was in late 1954 and 
early 1955. And in a little more than half the time taken by 
the Russians, our scientists, engineers, and industrial con- 
tractors have produced the Thor and Jupiter IRBM’s and the 
Atlas ICBM as operationally useful missiles capable of carry- 
ing to the target, with the required accuracy, warheads as 
powerful and destructive as may be required. 

Thus it should be clear, I hope, that our less powerful 
rockets when used as missiles are just as effective in achieving 
their purpose as are the larger, more powerful rockets of the 
Soviet Union. As a matter of fact, it is probably that their 
rockets are more powerful then they now need for military 
weapons purposes. When used as the base booster in a space 
launch vehicle system, however, the story is different. In this 
case, the Russians, using their more powerful rockets as. 
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elements in a launch vehicle, can loft into a satellite orbit or 
propel into deep space to the moon and beyond much 
heavier instrumented payloads than we can. In addition, they 
have the weight-carrying capacity to transport highly precise 
guidance, control, and communications units that have made 
possible the extraordinary and technologically difficult feats 
which have characterized their program. Until we develop 
more powerful launch vehicle systems, we cannot exactly 
duplicate these Soviet achievements in space. But our in- 
ability to do this in space has nothing to do with the effective- 
ness or accuracy of our missiles. 

Just last week in Havana, Anastas Mikoyan was quoted by 
the New York Times as saying, “Those who threaten war, 
now know that we have sent a rocket to the moon and that 
we can send it with the same precision to any part of the 
world.” This seems to me a reasonable statement. But the fact 
that we have not sent a spacecraft to the moon has nothing 
at all to do with the capability or accuracy of our own war- 
head-carrying missile systems. There is no reason, I can assure 
you, for you or anyone else to translate the Russians’ successes 
in space into a superiority in missile accuracy or reliability or 
effectiveness. While somewhat involved, I do hope this 
explanation, which started out to be merely a definition of 
terms, has given you a better understanding of the differences 
and the similarities in the missile and space businesses. 

Now let me turn to a discussion of the Nation’s program in 
space exploration. And because this is a political ~sar, I 
think it desirable to state my strongly held opinion that the 
Nation's space program is not and should not be the subject 
of partisan politics. The rockets that launch our satellites do 
not bear the insignia of the Republican Party or that of the 
Democratic Party. They do not carry the name of one of the 
military services or the name of my agency—the National 
Aeronautics and Space Administration. They carry only these 
words—United States. They represent the genius and labor, 
and the devoted efforts of the citizens of this nation, regard- 
less of religion, color, or political affiliation. They represent the 
tax dollars of all the people—your dollars and mine. 

I assert then, that the Nation’s program of space exploration 
is, and by its very nature should be, the responsible concern of 
all of our people. It is in this spirit that I have come here 
tonight to report to you as stockholders in this venture— 
perhaps I should say—adventure. For certainly the years 
ahead give promise of being years of excitement and achieve- 
ment in areas of human effort which until very recently have 
been accepted as fit subjects only for the comic books and 
the less responsible of the Sunday supplements. 

It is pertinent, in discussing this program to look at the 
“Declaration of Policy and Purpose” set forth in the National 
Aeronautics and Space Act of 1958 which guides our activities. 
There, the Congress declared: first, “that it is the policy of the 
United States that activities in space should be devoted to 
peaceful purposes for the benefit of all mankind,” and, second, 
“that the general welfare and security of the United States 
require that adequate provision be made for aeronautical and 
space activities.” The Act then established a civilian agency, 
the National Aeronautics and Space Administration, to be 
given responsibility for all of the Nation’s space activities 
except—and I quote—“activities peculiar to or primarily 
associated with the development of weapons systems, military 
Operation, or the defense of the United States.” These latter 
remain the responsibility of the Department of Defense. 

The creation of “a civilian agency exercising control over 
aeronautical and space activities sponsored by the United 
States” with the one exception noted in the Act was a 
legislative act having the most profound implication: hence- 
forth it was to be clearly understood that it was national 
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policy to emphasize activities in space for peaceful purposes 
of benefit to all mankind—for civilian, rather than military, 
purposes. 

The Act then directs that NASA shall “plan, direct, and 
conduct aeronautical and space activities,’ and it proceeds to 
give this term “aeronautical and space activities” a three-part 
definition. These are, first, “research into, and the solution 
of, problems of flight within and outside the earth's atmos- 
phere”; second, “the development, construction, testing, and 
operation for research purposes of aeronautical and space 
vehicles”; and third, “such other activities as may be required 
for the exploration of space.” 

The first two, research into problems of flight and the 
development and operation of aeronautical and space vehicles 
for research purposes, are certainly not new, nor are they 
unique to NASA. The National Advisory Committee for 
Aeronautics, our principal predecessor organization, and the 
armed services were deeply engaged in such activities for 
years before NASA was established. But the third of these, 
“such other activities as may be required for the exploration 
of space,” projects us into an entirely new dimension of human 
activity. The exploration of space! For the first time in the 
long history of legislation these words have been written into 
a law. It is safe to predict that the world will never be quite 
the same again. 

The exploration of space, then, is NASA's specific mission, 
and it is a mission for which it is solely and exclusively 
responsible under the law. This is a mission just as unique to 
NASA as the military defense of the Nation is to the armed 
services. And, in the largest sense of the term “security,” it 
is a mission of vital importance to the security interests of 
the United States. All of this should be kept in mind as I 
discuss program activities very briefly. 

The element in our program about which you have heard 
most frequently is Project Mercury. This project has as its 
objectives the placing of a man into an orbital flight around 
the earth at a height of approximating 120 miles; his safe re- 
covery after the completion of three orbits lasting over a 
period of approximately four and one half hours; and the 
acquisition of data showing something about his ability to 
perform useful work while traveling through space in a 
weightless condition. This is a mind-stretching, arm-stretching 
effort-—one that gives meaning to all the other elements in our 
program. For Mercury is but the first limited but significant 
step toward our long-range goal—manned flight to the moon 
and the nearby planets. 

I am sure there are those among y~1 who wonder about— 
perhaps even question—the amount of effort and the large 
sums of money involved in Project Mercury, which is being 
carried out under a priority equal to that of our military 
missile programs. The best answer I can give is that it is the 
nature of man to want to explore the unknown. Interplanetary 
space will be explored one day. It seems to be within reach 
now, so we are making the effort. But let me quote briefly 
from a discussion of this matter by an eminent physician the 
other day. He had this to say, in part: 

“These studies (referring broadly to studies of various 
phenomena in space) will not be complete until the scientist 
himself is able to make meticulous investigations on the spot. 
This is true, not only for the biological, but, also, for many 
other physical, chemical and geological problems which are 
involved. Although significant engineering achievements in 
automation, sensing, recording, programming and telemetering 
have been realized and considerable future development is in 
prospect, the indispensability of the human observer in much 
of space exploration is well established. Man's versatility and 
selectivity, his ability to preceive the significance of unexpected 
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and unprogrammed findings or to react intelligently to unan- 
ticipated situations have not been simulated by any combina- 
tion of physical devices, however complex, which have been 
developed or are even contemplated. Human intelligence and 
manual skill in servicing the complicated mechanisms of 
space vehicles or repairing breakdowns in flight are not 
readily dispensed with or replaced. When along with these 
attributes are considered his weight of 70 kg., his total resting 
power requirements of 100 watts, his ability to function for 
years without maintenance or breakdown, then even the most 
elaborate provisions for his sustenance, welfare and safety are 
amply ‘ustified simply in terms of engineering efficiency. A na- 
tional program in space science which does not recognize the 
essentiality of the human observer and does not plan to utilize 
him most effectively may wait indefinitely for the automatic 
devices to replace him or be limited to incomplete and op- 
portunistic observations.” 

I cannot take the time to describe in detail all of the other 
elements in our program—we would be here all night. But I 
can summarize them by saying that we have planned and are 
carrying out a broadly based program of scientific experimenta- 
tion in space which will involve, ultimately, the landing of 
self-propelled instruments on the moon, the detection and 
understanding of various phenomena to be encountered in 
interplanetary space, and the orbiting of optical and radio 
astronomy devices and of permanent space-based laboratories. 

Meteorological and communications satellites have a part in 
our program. These are thought of as being of possible—even 
probable—economic importance in the foreseeable future. 
Meteorological satellites should make possible weather observa- 
tions over the entire globe. Today, only 20% of the globe is 
covered by any regular observational and reporting systems. 
If we can solve the problems of handling the vast amounts 
of data that will be received, develop methods for the timely 
analysis of the data and the notification of weather bureaus 
throughout the world, we should be able to improve by a 
significant amount the accuracy of weather predictions. I am 
told that an improvement of only 10% im accuracy could 
result in savings totaling hundreds of millions of dollars 
annually. 

Similarly in communication, we find that within the next 
twenty years existing techniques are apt to be stretched beyond 
reasonable economic limits by the demands to be made for 
long distance communications. It is difficult to see how trans- 
atlantic television will be possible when one realizes that there 
is presently a capacity of less than 100 telephone channels 
across the Atlantic and a single television channel is equivalent 
in band width to 1,000 telephone channels. It appears that a 
system utilizing satellites is the most promising solution to this 
problem. 

As you can well understand, one indispensable element in 
this program is the launch vehicle system—the rockets that 
propel the spacecraft into outer space. As I have said earlier 
in this discussion, the Soviet Union has the ability to place 
substantially heavier payloads into orbit than we can at the 
present time. It is in this single area that they now have 
superiority in the space business. And that superiority makes 
it possible for them to undertake difficult, useful, and 
spectacular feats which are denied to us for the time being. 

We have under way a very aggressive program to correct this 
situation—not just to match the Soviet Union, but because we 
will need such a capability in our own program in the years 
ahead. Within the next twelve to eighteen months, we should 
begin launching rocket vehicle systems that will allow us to 
match and out-match what the Soviet Union has done to date. 
But it is not realistic to think they will not progress in the 
meantime—in fact, we know now that they have been testing 
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more powerful rockets which could be used in launch vehicle 
systems for space exploration. And so our highest priority pro- 
jects include Saturn, which will permit us to place approxi- 
mately fifteen tons—30,000 pounds—in an orbit 300 miles 
above the surface of the earth. 

Saturn is the project being carried our by Wernher von 
Braun and his group at the Huntsville, Alabama, center 
which is in the process of being transferred to NASA from 
the Army. The President has authorized a request for addition- 
al funds to accelerate this project. Consequently, we are asking 
the Congress for 230 millions for Saturn for the 1961 fiscal 
year. Unfortunately, even under the accelerated program we 
are following, this capability of the Saturn class vehicles will 
not be in hand before 1964 at the earliest. It takes a long time 
to develop one of these beasts. It is probable that a two-stage 
Saturn vehicle of somewhat lesser capability will be available 
and useful in our program in late 1963. 

Giving dates in these imstances is a proper pastime for 
some—but not for those of us who have the responsibility for 
making good on the promises given. I am confident, however, 
that Dr. von Braun, to whom we will give major responsibility 
for the bulk of our launching vehicles program—I am con- 
fident that he and his associates will deliver on schedule if we 
give them the support and resources they will need. 

Looking at the human resources available to us to carry out 
this broadly based program, I would point out that the Act 
directed that NASA absorb the 43-year-old National Advisory 
Committee for Aeronautics. This world-renowned research and 
development organization gave us a base of nearly 8,000 
employees and three large, well-equipped laboratories and 
several supporting field stations. In rapid succession we ac- 
quired several hundred people from other governmental ac- 
tivities, principally military laboratories, began an active re- 
cruiting campaign, and had transferred to us by the Army the 
2,400-man operation known as the Jet Propulsion Laboratory, 
managed by the California Institute of Technology under 
contract to NASA. Most recently, the President has reported 
to the Congress his intention to transfer to NASA from the 
Army Ballistic Missile Agency in Huntsville, Alabama, the 
Development Operations Division of that organization under 
the direction of Wernher von Braun. This latter group will 
include 5,500 scientists, engineers and support people. 

Of particular interest to you here in Worcester is the 2,000 
man laboratory we are building at Greenbelt, Maryland. Con- 
centrating on the development of satellite space craft, it has 
been named the Goddard Space Flight Center—a fitting 
recognition of the very great basic contributions to rocketry 
made by Dr. Goddard. 

As of June 30, 1960, we will have a staff of slightly more 
than 18,000—the great bulk of these having been acquired 
by transfer from other agencies of government. In spite of the 
size of this organization, we estimate that approximately 75 
per cent of our budget will be expended through contracts 
with industry, educational institutions, and other non-govern- 
mental groups. 

Financial resources available to us are substantial. Our 1959 
fiscal year budget totalled $335,000,000. In fiscal year 1960— 
the year ending 30 June 1960—the Congress voted for NASA 
the sum of 501 millions. Our request to the Congress for the 
next fiscal year totals $938,000,000, of which $23,000,000 has 
been requested, actually, as a supplement to the budget for 
the current year. These are not inconsiderable sums of money. 
And you should know that our long range planning suggests 
the expenditure of a total of 12 to 15 billion dollars for space 
exploration over the next ten years. 

I said earlier that I would speak about the relationships be- 
tween NASA and the Department of Defense. In doing this, 
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let me try to clear up some of the confusion that exists con- 
cerning what is frequently referred to as the “Nation's Space 
Program.” This program should more properly be termed the 
Nation's Space Exploration Program. It is a program—in terms 
of the law governing NASA's operations—consisting of all 
activities designed to further the exploration of space. It is a 
program for which NASA is directly responsible. And it is a 
program which does not embrace the military uses of space, 
although the results of NASA's efforts and findings will be 
fully available to the Department of Defense. 


For the Armed Services, space is properly not a program at 
all, but just another place where military functions can be 
performed for the defense of the Nation. The military utiliza- 
tion of space, and the research and development effort di- 
rected toward that end, are integral parts of the total defense 
program of the United States. Military space projects are 
undertaken only to meet military requirements, and they pre- 
sumably must compete in the military budget with alternative, 
and more conventional, means of accomplishing the same 
military objectives. For the military, the test must be: Is it, 
all things considered, the most prudent way to expend our 
resources to achieve the best defense of the Nation? The 
military has no obligation whatsoever to perform any part of 
its mission in space merely because space is there and because 
man now, for the first time in history, finds it accessible. 

NASA, on the other hand, has been directed by law to 
plan, direct, and conduct such activities as may be required 
for the exploration of space. 

Actually, NASA and the Department of Defense have 
worked out over the past year a reasonable division of re- 
sponsibilities. The space projects for which they have re- 
sponsibility have been undertaken to meet military require- 
ments. On projects in which we have a joint interest, we have 
excellent interchange. Our people sit together with theirs on 
technical requirements committees, although management au- 
thority is always clearly allocated to one or the other agency. 
We are supported in the Mercury Project by a very substan- 
tial military task force concerned with capsule recovery op- 
erations. In the X-15 program, we are jointly involved with 
the Air Force and the Navy. I think it safe to say that, as 
reasonable men and under the guidance of the President, we 
have established an effective division of effort with satisfactory 
cooperation all around. 


Let me now finish this discussion with a statement of the 
reasons I believe this program of space exploration to be a 
useful and necessary activity of the Federal government. ' : 
the first place, there is a conviction held by most of us that 
research in space will turn up great amounts of new informa- 
tion that ultimately will be useful to man. The point is often 
made that man’s progress to date has resulted from his search 
for knowledge and the application of that knowledge to his 
benefit in the eradication of oppressive conditions of labor, in 


VITAL SPEECHES OF THE DAY 


the abolition of routine drudgery and in the elimination of 
hunger and disease. It appears probable that weather fore- 
casting, communications, navigation and geodesy are fields 
that will benefit from the use of space as a base for operational 
systems. In most of these cases, it seems clear that only with 
satellite-based systems can real advances be made, and in some 
it appears that great contributions to the economy will result. 

Second, we have man’s known unwillingness :o leave un- 
conquered any new and adventurous frontier, and thus there 
is an urge that pushes us toward manned space flight. To me, 
success in this part of our venture will be peculiarly a part 
of the pioneering tradition that has made this a nation of 
individuals, free to risk their future as each may choose. 

Third, there is this matter of competition with the Soviet 
Union. While space research is only one of the many areas of 
scientific, economic and political rivalry between our two 
great nations, it is the most exciting, difficult and glamorous 
of all. For decades, the world at large has regarded this country 
—our own country—as pre-eminent in most scientific, tech- 
nological and industrial fields. They have known us by our 
works and judged them good. 

The Soviets have managed to convince many, even in the 
relatively sophisticated western nations, and certainly in the 
less industrially developed nations, that Russian accomplish- 
ments in space—and they are considerable—are the true 
measure of scientific and technological advancement, and thus 
the measure of the strength of a society and a form of govern- 
ment. 

Finally, we have the possibility of the discovery of life on 
the far-off planets. Such a discovery could very well become 
the crowning achievement in man’s quest for knowledge in 
space—an achievement that, historically speaking, could trans- 
cend any present considerations of competition with Russia or 
of near-future benefits from satellites and space probes. 

Speaking more prosaically—as I wrote these words I was 
reminded of a story told about Mark Twain. In a discussion 
with the pilot of a river boat at the time in our history when 
steam was beginning to replace sail, Twain answered the pro- 
tests of the pilot against the new fangled invention by saying 
to him—"“when its steamboat time, you steam.” 

This is the time for space research and space travel. It is 
a time of challenge and change. Let us remind ourselves of 
the words of Brutus spoken in Shakespeare’s ‘Julius Caesar” — 

“There is a tide in the affairs of men 

Which, taken at the flood, leads on to fortune; 
Omitted, all the voyage of their life 

Is bound in shallows and in miseries. 

On such a full sea are we now afloat; 

And we must take the current when it serves 
Or lose our venture.” 

Ladies and gentlemen of Worcester, it has been a privilege 
for me to be here with you ‘and to discuss this great ad- 
venture into the unknown. Thank you very much. 


Morals And Missiles 


STANDARD OF LIVING STEMS FROM WAY OF LIFE 
By ARTHUR G. TRUDEAU, Lieutenant General, Chief of Research and Development, Department of the Army 
Delivered to the George Washington Chapter, Association of the United States Army, Washington, D. C., March 11, 1960 


Dr. Marvin, Distinguished Guests, Fellow Americans: 

T IS A GREAT PLEASURE for me to be here this 
evening and to join with you in honoring our Army 
Missile Men. Let me congratulate those who have just 

received the awards. More and more in these crucial days, 


the battlefield leans heavily on industry and what it is able 
to produce. Nowhere is this more clearly seen than in the 
missile business. Here, industry teamed with the Armed 
Forces forms a major front of national defense and a bulwark 
to our freedom. 
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The thoughts I would like to bring you tonight are those 
of an American who has been privileged to serve our nation 
for more than 35 years in posts of increasing responsibility 
in the realm of national defense. My work, especially my 
experience as a former Chief of Army Intelligence, has pro- 
vided me unusual opportunities to perceive and appreciate 
the challenges which face our great Republic and the Free 
World today, tomorrow and in the foreseeable future. 

These challenges arise from the godless ideology and 
growing power of World Communism, a force which threatens 
the peace and freedom of the established world community 
and which, by its very nature, is dedicated to the cruel be- 
trayal of the hopes and aspirations of peoples in many lands 
who are now awakening to the rising tide of nationalism with 
its promise of political self-determination and economic 
betterment. 

Our world is being shaken on all sides by a titanic struggle 
involving all men and all nations. This struggle, initiated by 
the Communist Bloc, runs the full spectrum from athletic 
contests to threats of all-out war. It is a conflict characterized 
by the adversary’s employment of total and powerful psy- 
chological, economic, political and military means to accom- 
plish a single objective—world domination. 

Clearly our blessings of freedom and liberty, in fact, our 
entire Western Civilization is in danger of being snuffed 
out in the toxic darkness of World Communism. Survival 
hangs in the balance. The unfortunate peoples of Hungary, 
Tibet, Poland and many other countries can readily testify 
to the harsh consequences of the Communist challenge. 

We live in an era in which change is more rapid and 
meaningful than in any period during the last 500 years. This 
situation is typified not only by the dramatic fading of the 
boundaries of empires but even by startling ventures beyond 
the long-standing frontiers of outer space. There is hardly 
a field in the physical sciences, the social sciences or the 
humanities that is not changing—and changing rapidly. 
Every day and in every way we see evidence of this explosive 
growth of knowledge and it challenges our imagination, our 
ability and our judgment to utilize it wisely. 

Perhaps overshadowing all these advances is the fact that 
nations have at long last achieved the awesome power to 
destroy each other. Today a single missile can equal in destruc- 
tive power all the devastation created during World War II. 
There is great fear in some parts of our land that this terrible 
power will, by design or miscalculation, break loose and 
wreck havoc upon nations and peoples. In this life there are 
few certainties but one of them is that eternal vigilance is 
the price of liberty. 

I, for one, do not believe that the Soviets have relented in 
the slightest in their determination to dominate the world 
and destroy our way of life. At the present time, the Soviet 
Union presumably wants to “relax tensions,” but only those 
they themselves have created, such as Berlin. Remember this: 
If Russia relaxes tensions it will only be in her own self- 
interest. She will tighten the tensions when it is again to her 
interest. Such is the nature of Communism. Against it we 
can mount only constant guard for our security and maintain 
positive and adequate pressures to neutralize Soviet advances. 
We must not be lulled into a false sense of security, no matter 
what their tactics! 

As long ago as 1931, a prominent member of the Lenin 
School of Political Warfare, Dimitri Manuilsky, declared, 
quote: “Our time will come in twenty to thirty years. The 
bourgeoisie will have to be put to sleep, so we will begin by 
launching the most spectacular peace movement on record. 
There will be electrifying overtones and unheard-of conces- 
sions. The capitalist countries, stupid and decadent, will 
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rejoice to co-operate in their own destruction. They will leap 
at another chance to be friends. As soon as their guard is down 
we shall smash them with our clenched fist.” Unquote. 

The Communist intention, then, very clearly stated in 
their own words, is to destroy us. To assist in achieving this 
goal, they have created a massive number of ground combat 
divisions, a powerful air force, a giant submarine fleet that 
lurks in all of the oceans of the world, and rocket bases 
stretching from the Arctic to the Afghan border and from 
the Baltic to the Bering Sea. 

This vicious Communist challenge—economic and political 
as well as military—calls for a national awakening com- 
mensurate with the national danger. Only an aroused public 
opinion can alert a menaced America! 

Yes, we must arouse ourselves to see this changing world 
as it is, and seek our place and function in its future. This 
will be no mean task; it will require us to face reality and 
measure accurately the extent and limitations of our powers. 
This may involve some degree of disillusionment, but it must 
not dishearten us. It should bring us into a light which 
guides instead of deceives us. By this perspective, we should 
find our direction and our footing and view the new roads 
over which we must expect to make the race with our foes. 

Our President recognizes a need for such a searching self- 
appraisal and has just appointed a board of distinguished 
Americans headed by Dr. Henry Wriston to study this most 
vital of all questions facing our nation. The highway becomes 
more obscure at twilight if a driver forgets to remove his 
sunglasses. 

Yet, the powerful material forces arrayed in this struggle 
while of vital importance are, to me, secondary, for I view this 
world-wide battle as one primarily to be won or lost in the 
hearts and minds of men. 

True, the competition is very real in the economic and 
military realms because both sides possess vast power. It is 
in the spiritual realm, however, that we have decisive power 
if we will but apply it. From the time of Adam and Eve 
until now, mankind has recognized and revered the power 
and omnipotence of a Supreme Being, call Him what you 
will. Today, we are faced by a Godless world, one billion 
strong, where belief in the power of the Almighty is called 
an “opiate” of the people and faith is reduced to worship 
of the state. 

The masters of this iniquity know, as Nero did, that the 
human spirit welded to a faith in God above cannot be 
conquered. They know that faith is the stimulant and not an 
opiate and that the miserable ideology they seek to establish 
can never succeed in the face of a dynamic and determined 
spiritual advancement. 

We have been so blessed in this favored segment of the 
world that material comforts have become the opiate of our 
people. Growing up in an educational atmosphere and en- 
vironment where many of our citizens by design avoid con- 
sideration of or scorn the moral and spirirual values so vital 
to our children and our civilization, it is mo wonder that the 
ready availability of luxury items increasingly tends to ob- 
scure the importance of the only philosophy which gives 
real meaning to life itself, the spiritual. 

We must redouble our effort as we seem to be approaching 
the fatal point where we are unable to differentiate between 
our standard of living and our way of life. 

Our standard of living is not enhanced by gadgets for 
“the man who has everything” as the ads say; nor is our way 
of life elevated by “Payola.” 

The American way of life, based on a belief in the dignity 
of man, faith in God and freedom and justice for all, was 
clearly spelled out by our founders. To enjoy these blessings, 
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millions of people sought the protective arm and guiding 
light of the Statue of Liberty and today, though less than 
200 years old as a nation, we stand as the patriarch of all 
freedom-loving people everywhere. This is why we must 
lead; this is what we have to protect. 

Our standard of living is something else. Our collective 
talents, energized by easy access to great resources, free enter- 
prise and advantages stemming from our creed and our sys- 
tem, have given us material benefits in excess of any other 
people in this world. Today, in a world shrunken by marveis 
of communication and transportation, the advent of new 
problems and new relationships is going to force a reassess- 
ment and revaluation of many factors that have come to be 
accepted as immutable. Many men see the problem; none, 
the solution. But that by no means infers the problem can 
be tucked away in the attic with grandfather's favorite old 
carriage lamps for posterity. 

We can’t resign from the human race nor can we ignore 
the challenge of a new era except at deadly peril. 

I suppose such remarks from a professional military man 
may surprise you but I am convinced that the time has come 
when we must seek a solution to the world’s dilemma by 
every means short of resort to force or the worse alternative 
of surrender. 

For that purpose, we must maintain a powerful and ade- 
quate defense structure to deter and inhibit aggression by an 
amoral and immoral force propagating a vicious ideology 
dedicated to our destruction and the unqualified determination 
to use it. 

In my small sphere of Army Research and Development 
we seek to provide weapons systems and material that will 
give us the greatest chance for victory—if they have to be 
used. An army must be able to do three things well at the 
same time any time and all the time—move, shoot and com- 
municate. Tremendous advances in all the physical sciences, 
particularly electronics, metallurgy and chemistry are open- 
ing new doors that will have the most profound influence on 
our commerce and industry as well as on future military 
operations. 

In the social sciences the world lags to a point where man 
can decimate himself unless the things of the spirit can be 
elevated to a degree where brutality, selfishness and human 
weakness can be submerged. 

The Army’s efforts in basic research—to penetrate the 
ever-shifting boundaries of science—are extensive. We devote 
about $100,000,000 per year to this effort, expended through 
more than 550 laboratories, universities and industries and 
80 Army installations. The fantasies of today will be the 
realities of tomorrow. The explosion of scientific and tech- 
nological achievement is so great that some of these dis- 
coveries will be obsolete within a decade, but if this type 
of explosion will prevent the kind all the world abhors, the 
price will be cheap. 

From my vantage point, I can see the critical need for 
more creativity in this country to provide the ideas, the 
skills, and the leadership which must sustain us against the 
godless totalitarianism which threatens our very existence. By 
creativity, I refer to the creative spirit which, for example, 
has produced all the culture, the techniques and the tech- 
nological wonders that have made this the greatest country 
in the world. 

We need creativity throughout the texture of our society, 
spread to all classes by the leavening and inspiration of wise 
and able leaders. We need creativity in all fields—in industry, 
in agriculture, and in the military services if we are ever 
to achieve important research discoveries and translate them 
into practicality. As I have said, we need creativity in our 
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social sciences as well as in the physical sciences before man- 
kind destroys all that has been so painfully acquired in fifty 
centuries. 

Now let us turn to the area of applied research and develop- 
ment that absorbs 90% of all research and development 
funds. It is in this area that the scientific breakthroughs and 
technological developments are incorporated into future hard- 
ware items and systems to meet our needs for better mobility, 
firepower and communications. Among some of the promising 
items of new equipment are aerial vehicles which utilize 
ducted fans for both horizontal and vertical flight, more 
versatile and lighter tracked vehicles, new family of missiles 
to replace or supplement conventional cannon, new power 
sources, miniaturized radios and data computers and better 
protection for the soldier in the hostile environment of the 
nuclear battlefield. 

We view all our contributions to the defensive might of 
America with pride, but none more so than those in the 


missile field. Despite all claims to the contrary, it has been - 


the Army that first pioneered America’s rocket-missile tech- 


nology. 
Let's tick off some of the great Army missile firsts. 


ARMY'S PRIVATE “A” 

It was way back in 1944 that the first U. S. test ballistic 
missile—the Army's Private “A”—was fired. This successful 
firing took place near Death Valley. The missile was launched 
into flight by four solid propellant JATO boosters and was 
powered by a thousand pound solid propeilant rocket which 
burned for thirty seconds. Truly an historic first, this Army 
shot put the United States in the missile business. 


WAC CORPORAL 
Next, the WAC CORPORAL—the first U. S. liquid rocket 
missile. In 1945, the Army flight-tested this missile; for the 
first time in this country a rocket rose above the earth’s 
atmosphere and achieved an altitude record of forty miles. 
The rocket motor, using aniline and red fuming nitric acid 
fuels, developed a fifteen hundred pound thrust. 


BUMPER PROJECT—WAC CORPORAL 
Another Army first—this was the nation’s first two-stage 
rocket. It consisted of a V-2 with an upper stage WAC- 
CORPORAL. In 1947, the Army fired it successfully to a 
height of 250 miles, achieving the first two-stage separation 
accomplished in this country. 


NIKE AJAX 
Remember the first time an operational bomber was 
missile-blasted in the air? In that historic missile milestone; 
a NIKE AJAX destroying a B-17 bomber. The Army 
achieved this first successful intercept of a bomber by a 
guided missile in 1951. Within three years, in 1954, the 
Army had not only NIKE AJAX, but CORPORAL, in 
production and on station ready for employment in America’s 
defense. 
REDSTONE 
First again—1955—REDSTONE, the nation’s first suc- 
cessful inertially-guided ballistic missile. The highly effective 
REDSTONE today is operational and in the hands of troops. 
REDSTONE is erected on a highly mobile A-frame. The 
warhead can be nuclear or non-nuclear, according to decision, 
and this missile moves at hypersonic speed on enemy targets 
up to 200 miles away. 
JUPITER C 
The Army accomplished the first deep penetration of space 
in 1956 when the great Von Braun team at Redstone Arsenal 
fired a JUPITER “C” missile to an altitude of 682 miles and 
a range of 3,300 miles. 
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JUPITER 

Next, the nose-cone reentry problem—solved by the Army 
the following year, 1957. Navy ships recovered the nose cone 
of that JUPITER missile which had withstood the intense 
heat and rigors of supersonic space travel and of return 
through the earth's atmosphere. Today, that nose cone stands 
proudly in the Smithsonian Institution, evidence of another 
American first in the space age. 


EXPLORER I 

January 31, 1958—here was America’s answer to Sputnik I. 
You recall how the Russians startled the world with their 
notable space achievement. America needed an answer, fast, 
and only the Army was ready to provide it. In exactly 84 
days after being authorized to launch America’s first satellite, 
Army scientists and engineers assembled the 4-stage booster 
system which lifted EXPLORER I into orbit around the earth 
on January 31, 1958. That historic feat in rocketry, a major 
milestone in American space achievement, was a tribute to 
the Army’s foresight, readiness, and capability. Next year 
—1959—we did it again. We fired the first and only U. S. 
space probe, EXPLORER IV, to go into a solar orbit. And 
it’s still there! 

And 1960—well, gentlemen, the Army is still pulling its 
weight. 

Remember a few Thursdays ago, the first Pershing shoot? 

That exercise marked another major Army accomplishment 
for the nation. 

In that historic test, America’s newest ballistic missile 
completely satisfied all test objectives. This in itself well may 
be another “first.” 

The Pershing is a solid propellant replacement for the 
Redstone which now is operational as a field Army support 
missile. It is much smaller and lighter than its predecessor, 
will have considerably greater range than the Redstone, and 
is designed to be a rugged, reliable, mobile, quick-reacting 
missile system. 

The results of the first firing indicate to me that we are 
getting what we want. 

There was no hold on the count-down, and this testifies 
to the good reliability and reaction time we need in this 
weapon. 

Significant, too, is the fact that this first Pershing was 
fired from a tactical prototype transporter-erector-launcher 
which is ground-maneuverable by tracked vehicle and air- 
transportable by Army helicopter or Air Force aircraft. 

This ground equipment performed excellently. It shows 
we are achieving the type of mobility we want in a weapons 
system. 

The Army always has concentrated on weapons mobility, 
but this Pershing test marked the first time we have fired 
a first missile from mobile tactical-type equipment. 

Thus, it is clear that the Army long has led in priceless 
“know-how” in the crucial missile and space field. We are 
understandably proud of our record of service and accom- 
plishments. We are ready to continue. Now, let's look at 
just a few Army missiles either in advanced stages of research 
and development or in production .o bolster America’s 
military might. 

LITTLE JOHN 

First is the improved, tactical LITTLE JOHN. Battlefield 
mobility distinguishes this weapon now being developed to 
provide an atomic punch for our Strategic Army Corps. This 


version of LITTLE JOHN has improved accuracy and gives 
us a firepower capability to meet special requirements. 


407 


LACROSSE 


Now for LACROSSE, another close-support weapon of 
extreme accuracy. LACROSSE is highly mobile—it can be 
fired from a launcher mounted on a standard truck, and it 
can be carried by a helicopter. 


SERGEANT 

SERGEANT, the weapon to supersede CORPORAL. Like 
CORPORAL, it can carry an atomic warhead to about a 
75-mile range. It is smaller, more efficient—a solid-propellant 
rocket. It provides much easier, faster, and simpler handling 
in the field. This is under advanced testing now and should 
soon go into production. These weapons, as you can envisage, 
will carry a variety of warheads. 


HAWK 


Now the air defense weapon known as “the bullet with 
the brain.” It is called HAWK. It provides a low-level air 
defense capability. It is the counterpart of the NIKE HER- 
CULES. Recently HAWK has intercepted targets below 100 
feet and up to 50,000 feet in altitude. HAWK battalions now 
in training are expected to be operational the early part 
of this year. 

These weapons give you an idea of some of the interesting 
hardware we are developing. They are just a sample of the 
extensive range of projects which are necesary for effective, 
future land combat. 

Probably our most important contribution in the future 
for the missile defense of the United States will be the NIKE 
ZEUS, the only weapon system in sight that is designed to 
attack incoming ballistic missiles. We have successfully fired 
both the booster and sustainer rocket motor for this missile . 
and are now approaching the testing stage of the complete 
system. We have high hopes in the near future of testing 
NIKE ZEUS against our own IRBMs and of establishing 
its effectiveness for the missile defense of our country. There 
is an urgent requirement for such a weapon while we are 
faced with the growing ballistic threat of the Communists. 
bm are confident the NIKE ZEUS can do this job in the 
1960's. 

This new equipment is also evidence of the technological 
progress which we as a nation must continue to achieve if 
we are to meet and beat the communist challenge. It is a 
product of money, materials, and facilities, combined with 
the dedication and accomplishments of intelligent, ingenious, 
and highly educated men. It has been well said that the key 
to economic growth is technological progress. Even scientific 
discoveries are inert until the engineer has molded them into 
some useable form. Technology is the yeast that expands all 
other resources. The improvement of our technology, then, 
must be a never-ending mission for America. 

In my work as Chief of Research and Development I deal 
with a great number of scientists every day, and I have the 
highest regard for those talented men. You will understand 
me, therefore, when I say that, with due regard for Ph.D.’s, 
what we need very badly in this country are more Ch.D.’s. By 
coining this term I mean “Doctors of Character.” While not 
everyone can be a Ph.D,, it is possible for everyone to be a 
Ch.D. And if there is one attribute that needs more thought 
and attention today it is the advancement of those sterling 
qualities of character and adherence to sound moral principles 
that were the trademark of our forefathers. 

Almost 5000 years ago, before the great Assyrian Empire 
fell to the Babylonian hordes of Nebuchadnezzar, an unknown 
Assyrian stone mason left this record of his country’s down- 
fall, quote: 

“Our earth is degenerate in these latter days; bribery 
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and corruption are common, children no longer obey 
their parents; every man wants to write a book, and the 
end of the world is evidently approaching.” 

I am appalled at the growing body of evidence that clearly 
indicates moral disintegration, lack of intestinal fortitude, 
absence of self-discipline and ignorance of the true values of 
life that exists in what we acclaim as a God-fearing and 
Christian society. Selfishness and self-indulgence are rampant. 
The sterling qualities that enabled our forbears to fight for 
the harder right rather than surrender to the easier wrong 
seem to be disappearing in the shadows of our glorious past. 
Certainly the eagles of victory will not perch long on the 
shoulders of those who fail to prove their worthiness to carry 
forward those great principles for which our forefathers 
struggled, knowing they represent the most cherished goals 
of mankind. 

Here, I would say, is one of the great demands on education 
in our day, for “where there is no vision, the people perish.” 

Let me emphasize a final point at this time. It is heartening 
to see that our people are becoming increasingly aware of 
the dangers of an imadequate educational system. While 
recognizing the good points in our school systems, much 
must be done to correct a situation in which we are failing 
to develop to full potential one of our most precious national 
resources—native intelligence. 

Along with creativity in our society, we need a better 
educated and a better motivated public. A substantial im- 
provement in our educational system is vital if we hope to 
maintain world leadership. The leaders of this nation in 1980 
are already out of college and the leaders in the year 2000 
are now in our grade schools. Will they be able to meet the 
spiritual, mental and physical requirements of the future? 

The incentives we provide for excellence of education which 
lead to personal zeal and selfless conduct will tell whether 
or not the important and inescapable changes of the future 
are to be dominated by us or by those who seek to destroy 
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us. The accomplishments of the past and the problems of the 
present create the great challenges for the future. Have we 
inside ourselves the zeal, - inspiration, and the wisdom to 
meet them? 

Courage, selflessness and determination must be the order 
of the day. The fog of fear and the clouds of complacency 
must be swept away by the freshening breeze of an awakened 
America. 

How we meet these challenges, and how each one of us 
measures up to his responsibilities will determine whether 
our American Way of Life can continue—whether, indeed, 
our schools in 2000 A.D. will teach young Americans the 
American Way or the Communist Way of Life. 

Our readiness to meet the political, military, psychological, 
technological and economic challenges of Communism must 
be of the highest order. This means a nation-wide effort to 
re-evaluate the communist multiple threat against us and 
insure a dynamic, vigorous strategy to meet it. 

The greatest of English admirals, Lord Nelson, in his last 
fight, signalled to his fleet these memorable words—"“England 
expects every man to do his duty”"—words which have since 
inspired the hearts and souls of Englishmen everywhere. If 
we are to survive as a Nation today, America must expect 
as much from its citizens. 

We must realize in this Age of Change, that time is of the 
essence and that faith, not fear, and courage, not complacency, 
are the keys to our survival. 

Shakespeare said: 

“There is a tide in the affairs of men, 
Which, taken at the flood, leads on to fortune; 
Omitted, all the voyage of their life 
Is bound in shallows and in miseries. 
On such a full sea are we now afloat; 
And we must take the current when it serves, 
Or lose our ventures.” 
Thank you very much. 


Are We Shadowboxing 
With Competition? 


THREE DEADLY PERILS 


By ERIC JOHNSTON, President of the Motion Picture Association of America, Washington, D. C. 


Delivered before the Annual Banquet of the Mayflower Warehousemen’s Association, Washington, D. C., March 19, 1960 


T IS A PLEASURE to be here with you this evening, to 
welcome the Mayflower Warehousemen’s Association 
to our nation’s capital, the greatest warehouse of the 

free world. For Washington these days is not merely the 
legislative center of the United States. It is also a gathering- 
place for the free world’s loftiest dreams and aspirations. 

There is no catalogue that could possible cover everything 

you'll find in this remarkable city—the treasures of our gov- 
ernment in our National Archives building . . . the storehouse 
of Western civilization in our Smithsonian Institution 

the broad vistas of man’s communications in our Library of 
Congress . . . the voices of all nations in the embassies lining 
our broad avenues. 

There is so much to see here, so many points of view 

represented, that it's no wonder many a visitor is at times 
dismayed, at times overawed. 


Our taxi drivers are perhaps the only ones who can really 
find their way around town. Not long ago, one of these 
masters of transport felt a tap on his shoulder. His passenger, 
pointing toward the Archives building, read aloud the legend 
that appears there. The legend says: “What is Past is Pro- 
logue.” 

“What's that gobbledegook?” the stranger asked. 

“That's easy,” the taxi driver replied. “What that means is 
—You ain't seen nothin’ yet!” 

With this doctrine, I am heartily in accord. It is this 
promise that animates, inspirits and drives our American 
dream .. . that puts us in orbit as compelling among living 
men as any orbit possible in lifeless space. 

But there’s another aspect to America. Sometimes there 
are periods of indecision, of self-doubt, of rigid and alarmist 
thinking. Some think we are in one of these moments now. 
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There is certainly a good deal of whimpering and howling 
going on. 

But I trust we shall escape the fate of that businessman— 
perhaps he was a warehouseman—who found time for a 
vacation a few years ago. His favorite diversion was hunting. 
He went south to a recommended hunting lodge, hired a 
recommended hunting dog for $5, and went into the fields. 

The dog turned out to be a champion. The businessman 
soon had his full bag of game and went home in high spirits. 

The following year, the businessman returned to the lodge 
and asked to hire the same dog again. “Oh, that’s the dog we 
call ‘Rugged Individualism,” said the hound’s owner. “He 
rents for $10 now.” 

The hunter agreed to the price. He went into the fields 
and the dog once again proved himself superb. 

Next hunting season, he was back again, asking for “Rug- 
ged Individualism.” “Oh,” said his owner, “we call him 
‘Private Enterprise’ now. And he rents for $20!” 

The businessman paid up quietly because he wanted to be 
sure of catching his game. And once more the dog behaved 
splendidly. 

Then another year came. Again the merchant looked up 
his hunting companion. But this time, the hound’s owner was 
despondent. 

“Oh, you don’t want that old dog any more,” he said. “He’s 
ruined—and it’s your fault. You overpaid him. Last spring 
we re-named him ‘Affluent Society'—and now he just sits on 
his haunches and howls!” 

Well, as I noted, there’s considerable howling these days 
—abour real problems that confront our society—and about 
fancied and frenzied problems that are conjured up out of 
nothing. 

We must distinguish between them, between the substance 
and the shadow of our national challenge. 

Tonight I want to discuss competition—to try to dis- 
tinguish between the shadow and substance of what is truly 
one of the underlying problems of America today. 

The competition I shall discuss is not economic competition 
within the United States. It is the competition of nations 
within the Western world. 

A~ stake in this struggle is the economic soundness and 
s.. y of the whole free world. For if there is one thing 
certain on this changing globe, it is that the West must be 
strong enough to discourage the communist powers from 
embarking on any foolish or hazardous adventures. 

In this capital of light industry and heavy thinking, there 
is today considerable stirring in the economic fraternity. 
Some of this thinking takes rather sharp exception to the 
conventional view of affairs among our people—the pleasing 
view that we are now embarked on the Soaring Sixties, the 
Surging Sixties, the All-Satisfying and Stupendous Sixties. 

This conventional and easy view of our future sees ours 
as an ever-expanding economy—with more production .. . 
more consumption . . . more abundance . . . more everything 
for everybody. 

But not all economists wear such rosy-tinted glasses. As 
these gloomier prophets look at the economic horizon, they 
see some serious dangers ahead for the United States. As they 
foreshadow it, we may be headed not for the Soaring but 
perhaps for the Slumping Sixties. 

And what is it that they see? 

They see three principal signs of danger, three trends 
which can greatly damage our American economy. 

I should like to discuss these trends with you, for I most 
certainly share the view that they can be perilous unless we 
recognize them, understand them and take purposeful steps 
to head off their dangers. 
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Let me summarize these three trends in this way: 

The first is that with skyrocketing costs we shall price 
ourselves out of world markets. 

The second is the hazardous outflowing of our gold and 
our dollars. This is the “dollar gap,” the deficiz in our inter- 
national trading balance with other countries. 

The third is the instability of commodity prices on which 
the lesser developed countries depend for their economic 
health. Anything that undercuts the economic base of these 
countries inevitably affects us, the entire Western world, and 
invites raids and depredations from Soviet Russia and Red 
China. 

These are all mouth-filling pronouncements. They might 
sound fascinating in a school of advanced economics. But 
what business have I in intruding them on you on such a 
pleasant evening? 

I do it because every businessman, every citizen of America, 
man and woman, can have their lives and their livelihoods 
altered and disrupted by these economic manifestations of 
costs and dollar gaps and commodity prices. 

So let me discuss these three trends in a little more detail. 

First, pricing ourselves out of world markets. 

What we're really talking about here is productivity, 
another one of those mouth-filling words the economists love 
to bandy about. And what does it mean? The measure of 
productivity is simply this: how much one man produces in 
one hour. 

As we all know, the way to keep costs and prices within 
reasonable bounds is to increase productivity . . . the output 
per man per hour. 

In productivity, we've always been the world’s champion. 
We gave the world the assembly line. We have constantly 
invented and developed new tools and techniques to improve 
our efficiency. A revolutionary machine was barely installed 
in a plant before its successor was on someone's drafting 
board somewhere. 

This quest for productive efficiency gave us an unmatched 
position for decades. It meant we could produce in vast 
volume and bring to the people of America greater benefits 
than man has ever known. 

But now it is no longer true that we occupy the pinnacle 
alone. Others are coming up. Our productivity today is not 
increasing at the same rate as it is in some of the other in- 
dustrial nations of the Western world. 

And what has been the result? The result is that other 
nations have been able to cut into international markets where 
we were formerly pre-eminent. This is most noticeably true 
in manufacturing. 

I'm not bemoaning competition. I'm not lamenting the 
fact that Britain and Germany, France and Italy and Japan 
are increasing their expor’s. I don’t envy the other fellow. 

But what I do say is that we need to look inward to our- 
selves. If we are in danger of pricing ourselves out of world 
markets, it’s our own fault and we can’t pass the buck to 
anybody. 

What do we do about it? 

I won't elaborate, but I would like to suggest some things 
we should avoid doing and some things I think we should do. 

The worst thing to do would be to try to create an economic 
Fortress America by raising tariffs and by placing barriers 
against our foreign competitors. In the long run, that’s the 
surest way tO sap our economy, not to strengthen it. 

The things that we should do must be basically the con- 
structive actions of labor and management, of private initia- 
tive, of private enterprise in America. 

Labor may think it is feathering its own nest when it 
engages in featherbedding. But featherbedding always makes. 
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an economy less efficient, not more efficient. And in that 
process, labor itself is victimized. 

The great labor unions of America should welcome and 
assist in the introduction of new techniques, new machines 
—of automation in all of its potentials. Our economy has 
always taught this lesson: that machines don’t do away with 
jobs—they create more jobs. 

The unions, in co-operation with government and with 
management, should encourage their members to acquire the 
skills that our scientific and technical advances require today. 
This is the way to get ready for new jobs that new machines 
create. The unions have the stature and the ability to par- 
ticipate in this joint effort. They must recognize that you 
don't go forward by looking backward. 

And labor should also exercise statesmanship in gearing 
its demands for wage increases to the rate of increased 
productivity. This is the only sound basis for increased wages. 
It would be a powerful brake on inflation, which is the 
greatest robber of the weekly pay envelope. And it would 
assure our ability to compete on even terms in the inter- 
national market place, to compete successfully throughout the 
world. 

Management, too, needs to snap out of old-fashioned, out- 
moded, encrusted thinking. To much management thinking 
today centers on ways to restrict markets, to fence in and 
limit competition. The emphasis should be on opening up 
markets and fostering competition. 

If labor is guilty of featherbedding, management is guilty 
of destructive practices too. One is nepotism—padding the 
payrell with your next of kin. Others are devices enabling 
managers to perpetuate themselves in office beyond their 
creative usefulness . . . devices that are responsive neither to 
the will of the stockholders nor to the needs of the nation. 

Management should have more faith in itself and in 
America. There should be more far-sighted planning. 

Above all, management should constantly invest more and 
more in facilities to expand production. And it should stand 
on its own two feet and break the habit of running to govern- 
ment for handouts and subsidies and special protection. Why, 
some of our businessmen who talk the loudest about free 
enterprise are among those most frequently seen in the 
corridors and lobbies of Washington! 

I know it’s easy to say what's wrong and what should be 
done about it. But I also know that without a new frame of 
mind, a new attitude on the part of both labor and of man- 
agement, there is a serious danger that the economists may 
be right—that we may indeed be pricing ourselves out of 
the world market. 

Rich as we are, powerful as we are, America can’t live in 
the world without a substantial and increasing foreign trade. 
Today, management and labor still have a chance to carry 
this forward. Tomorrow may be too late. 

Tomorrow, the people of America may call on the gov- 
ernment to step in . . . and once in, government will never 
again be disentangled from a position of decisive influence 
and control over American industry and over American labor. 

This is what is likely to come to pass if we are content 
merely to shadowbox with competition, instead of truly en- 
gaging in competition. Competition may be a hard task- 
master. But its rewards are unlimited. 

Now for the second danger—the hazardous outflow of our 
gold and dollars. 

A wise economist-statesman once said: “The American 
dollar is the sun of the solar system of our world economies. 
If the sun should explode, or shift in the heavens, the whole 
order of things would be violently changed.” 

There has been no explosion so far. But the dollar has 
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been slipping away from our shores. In the last two years, 
it has been flowing out at the rate of $3'% billion to $4 
billion a year. 

We have a vast amount of gold stored in Fort Knox. But 
even that glistening pile is not inexhaustible. 

Why have we been losing dollars abroad? A quick review 
of recent history will cast some light. 

Fourteen years ago, Europe came out of the war prostrate, 
flat on its back. Two jobs needed to be done. One was im- 
mediate repair and rehabilitation. The other was long-range 
reconstruction. America stepped in to do both jobs. Since 
the war, we have poured tens of billions of dollars into Europe. 

But Europe still needed something else. Following the war 
and in the early days of rehabilitation, communism swept 
over the continent. It almost engulfed two or three of the 
Western countries. 

The danger was not merely internal. The Soviet Union, a 
reawakening giant, tightened its grip on Eastern Europe and 
threatened the West from the outside. 

Again we stood beside Europe. We helped to build that 
sturdy defense shield, the North Atlantic Treaty Organization, 
and into this effort we have poured additional tens of billions 
of dollars. 

It was not just humanitarianism that motivated us in these 
tasks, although this was a significant factor. Our self-interest 
also demanded it. A weak and defenseless Europe would 
surely have become a communized Europe. And a communist 
power on the opposite shores of the Atlantic, like a Nazi 
power earlier, would have threatened our security and our 
whole future. 

During this period, in order to build their internal economic 
strength, many of the countries of Europe adopted tariffs and 
barriers to the importation of products from the outside. This 
particularly affected American products. 

After all these years, with our help and with heroic efforts 
of its own, Europe has more than recovered. It is now 
prosperous. 

Yet many of the restrictive measures that might have been 
justified when Europe was weak are still retained. And our 
foreign trade suffers as it tries to scale these barriers. 

In America, we have followed a different course. We have 
been lowering our tariffs, our trade restrictions. Consequently, 
the industrial nations have been steadily increasing their 
exports to the United States. 

To sum up, these are the two main reasons for the dollar 
gap—our heavy expenditures and investments overseas 
and the failure of our exports to redress the balance. 

Our economic and financial assistance has not been con- 
fined to the industrial nations of the West. We have also 
been spending vast sums in the underdeveloped countries. 
This is a load we have shouldered thus far almost alone. 

As I said earlier, there has been no explosion yet in our 
economic solar system spinning around the dollar. 

But isn’t it palpably obvious that the outflow of our gold 
and dollars can’t go on forever? It must be eased and reason- 
ably soon. 

I think it is time to call upon our partners in the West 
to do two things: 

First, we should call on them to dig deeply into their own 
funds to share with us the burden of providing adequate aid 
and assistance to the underdeveloped nations. The stability of 
these countries is no less important to our Western indus- 
trialized partners than it is to us. Our partners are capable 
of taking a full share of this responsibility. It is time they 
do so. 

And, second, we should call on our Western partners to 
tear down the whole tangled web of tariffs and duties and 
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restrictions and limitations that have been built up against 
exports from the United States. They are no longer justifiable. 
They are no longer excusable. 

We should all set as our ultimate goal the transforming of 
the Western community into a large-scale free trading unit 

. an Atlantic Common Market. 

And now for the third danger facing our economy—the 
instability of those countries which rely on the export of raw 
materials for their economic life. 

In this economic arena, I'm referring not merely to the 
newly independent countries of Africa and Asia, but also to 
some long-established countries, especially in Latin America. 

In many of these lands, the price of one product or one 
commodity determines the economic stability of the whole 
country. 

Let me name a few. 

In Brazil, there's coffee. If the price of coffee in the United 
States falls by one cent a pound, it means the loss of many 
millions of dollars to Brazil. In smaller Ecuador, the loss is 
$8 million if the price in America drops by one cent. 

There is Chile, where the price of copper in the world 
market spells the difference between prosperity and economic 
distress, between large scale employment and massive un- 
employment. 

The story repeats itself all over the globe, along the whole 
great tier of countries that lie athwart or below the equator— 
from Asia through Africa to South America. 

With their unbalanced economies, these nations have 
largely become pawns with little control over their fortunes 
on the international chess board. 

Why is it a danger to the United States when Brazil loses 
millions on the price of coffee, or Bolivia on the price of tin, 
or Malaya on the price of rubber, or Pakistan on the price of 
hemp? 

These distant events endanger us on two scores. 

They endanger us because we are rapidly exhausting our 
domestic source of many raw materials. We need the raw 
materials of these countries to keep our own industrial plant 
going. 

And they also endanger our security. We can’t afford to 
let these countries collapse. If they should collapse, Soviet 
Russia is all too ready and eager to pick up the pieces. 

Is there anything we can do about it? Yes, plenty. 

Over the long term, together with the other industrialized 
nations, we need to extend the fullest possible assistance, 
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skills and know-how to these nations, helping them to move 
from a one-crop or one-product economy to an advanced and 
many-faceted economy. 

For the shorter term—and this needs our immediate 
attention—our country should take the leadership in initiating 
international conferences to develop programs to stabilize raw 
commodity prices in the world market. 

This has pitfalls and manifold difficulties. But it can be 
done. And when it is done, it can be the best bulwark to 
stave off communist encroachments while the countries have 
an opportunity to develop rounded, balanced and _ self-sus- 
taining economies. 

* * * 

I have tried to sketch for you what some economists call 
our “Three Deadly Perils.” I've also sketched some ways in 
which I think we can overcome and dissipate these perils in 
the months and years ahead. 

But of this we may be quite sure. These dangers won't 
vanish merely by wishing them away. And they won't vanish 
by being smothered in the complacency of a so-called affluent 
society—because an affluent society today can become a has- 
been society tomorrow. 

This has happened before to complacent societies. And 
there is no reason to think it can’t happen again. 

If I were to assess these “Three Deadly Perils” in terms 
of our country as I know it, I would say that the economists 
are too pessimistic. They are operating on the theory that 
America can’t rouse itself and face up to sacrifices and 
difficulties, however necessary they may be. 

But this is not the America I know. Nor do I think it is 
the America that any of you here would recognize and be 
proud to call your native country. 

In a sense, I suppose there’s always a need for pessimists 
in the world. They serve a useful purpose. They are the ones 
who keep nagging at our coattails to alert us to the open 
manhole around the next corner. And, besides, if there were 
no pessimists, how would you recognize their opposite num- 
ber, the optimists, the believers, who always lead us to 
victories? 

We have a choice today, a very clear choice. We can sit 
down like the hound dog and howl to our heart's content. 
Or we can set off again up the rugged trail that has always 
beckoned Americans in the past, the trail that leads up through 
difficulties and hardships to the stars. 

Being an American, I know the choice we will make. 


Importance Of Shelters In Nuclear Age 


PROTECTION FROM NUCLEAR BLACKMAIL AND WAR 
By NELSON A. ROCKEFELLER, Governor of the State of New York 


Delivered extemporaneously at a luncheon, Men's Civil Defense seminar, New York State Civil Defense Commission, 
New York City, March 4, 1960 


ENERAL McAULIFFE, Keith McHugh, gentlemen: 

I appreciate more than I can say the fact that you 

have taken the time to come here today to let us 

chat with you about a subject of tremendous significance 

to the future, not only of freedom, but of the individual 

under our basic Judeo-Christian concept that every life is 
important. 

I think we have to start from that assumption, if we are 

going to preserve the values by which this country has lived, 


and which have made it what it is today. 

In a sense we are in danger of losing our individual grasp 
on some of those values, as was illustrated by a man in a 
meeting in Syracuse the other day. We were talking about 
this subject, and he said, “Somehow it seems to me it is 
immoral to talk about shelters. We are overlooking the basic 
moral values. There is only one place in the world ‘today 
where those values which we believe in, and adhere to, can 
be saved, and that is in Geneva.” 
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Since when have we Americans taken the view that the 
only place our values can be preserved is in Geneva or some 
remote part of the world? If we can get to a point where, 
as individuals, we renounce our capacity to do anything about 
our Own security, our own culture, our own values, and leave 
it all in the hands of the President of the United States 
alone, and some other group in some distant land, we are 
well on the way to sacrificing our hard-won heritage, which 
has its inspiration in basic spiritual values. 

Frankly, men like General McAuliffe who, because of his 
own individual courage may have played a determining role 
in the battle for freedom in Europe, when he stood at the 
Battle of the Bulge—he wasn’t waiting for somebody in 
Geneva to solve these problems for him. He solved them by 
facing what was before him, even though it might mean 
complete annihilation. 

General McAuliffe has given his time as the Chief of 
the Civil Defense Commission for the State, because he be- 
lieves in the importance of this whole program. 

Keith McHugh, whom you all know, has told you lucidly 
the story which he developed with Al Hammel and this 
group. It is the first realistic, down-to-earth assurance that 
this can be achieved, is realistic, and within our means, both 
as individuals and in our local governments. 

And there is General Schuyler, who retired from the Armed 
Forces less than a year ago, who is working with me in 
Albany as Executive Assistant, who for eight years, as Chief 
of Staff of NATO, saw freedom again threatened, after we 
had demobilized our forces. 

Men like these, who have basic experience in the threats 
to freedom, who have given of their energies and their lives 
to preserve that freedom, as so many of you have in this room, 
are sensitive to the significance of this approach. They recog- 
nized it as an important element in preserving the individu- 
al’s worth. They understood the role that shelters can play 
in strengthening the hand of our government in its pursuit 
of peace with justice, in its effort to deter an attack, and 
to deter the use of nuclear blackmail as a means of destroying 
this country’s will to resist. 

Now, that is a basic objective of any military operation— 
to break the people’s will to resist. I don’t know how many 
of you have seen the movie “On The Beach.” I know some 
of my kids saw it, and I want to tell you, that is a great 
way to destroy peoples’ will to resist, because they come 
out of that movie saying, “There is nothing we can do.” 

There are a great many people in this world who want 
us to feel that way; who are delighted that the American 
people today feel there is nothing that we can do; that this 
problem can only be solved at Geneva; that all of our hope 
for the future depends on a few men sitting around a table. 

Sure, they are a vital part in our hope for the future, but 
we as individuals still count, and what we do as individuals 
in my opinion is going to determine what happens at Geneva. 
When the President sits at that table, he should be able to 
reflect the confidence of his citizens—free men who are not 
afraid, facing what their ancestors have faced over a period 
of years, or what the boys in two World Wars have faced, 
who went out to preserve this freedom. If now we as a 
people just throw up our hands in horror and say, “There is 
nothing we can do,” that it is too horrible to think about 
a nuclear attack, then we probably won't have a nuclear 
attack, because the enemy would then be able to chip off 
the free world, piece by piece, because they know we haven't 
got the ability or the will to stand. 

Let me review briefly why we are in this position, when 
after the war we stood so strong and so high in the world. 
We had a nuclear stockpile which was a monopoly. We 
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developed a capacity to destroy any nation of the world at 
will, as a deterrent force. And let us note right here that the 
use of nuclear weapons is the basis of American strategy for 
the preservation of peace. Nuclear weapons are our security 
as a nation. Therefore we can’t say we can't use nuclear 
weapons and can’t think about it. Because that is our strategy 
as a nation; that is our policy. So we have got to recognize 
that they are a factor in the world. 

Then what has happened since then? The Soviets built up 
their stockpile, and built up a delivery system of their own. 
And now they have a short range missile capacity that is 
operational. How many submarines can deliver those? I 
don’t know, but there are some, and now they have op- 
erational ones, and are starting to build long range missiles 
which they can fire from the heart of the Soviet Union which, 
at the outside, would take forty minutes to get here. 

As we sit here today, we have no defense against missiles. 

Maybe the Soviets are not going to use their missiles. 
I don’t know, but the fact is that they have them, and they 
have the capacity to use them, and there could be a mistake. 
Human beings have certain weaknesses, and under certain 
pressures they may make a decision like that.— On these radar 
screens where you get all kinds of recordings and people have 
to make decisions fast, it is possible that a mistake could be 
made. 

These are the realities under which we live. 

Now, people don’t want to face these, and it is unpleasant. 
We live wonderfully comfortably in the United States. Every- 
body has tremendous hopes for the future, and who wants to 
face the unpleasant realities that it can happen here, and 
might happen? And yet I say to you gentlemen, that if any 
one of you were sitting in this room and we looked out the 
window and one of your children or grandchildren was about 
to be run over by a truck, and I stood next to you and said, 
“For one hundred dollars I can save your child’s life,” not one 
in this room, not a person—if they didn’t have a cent they 
would borrow it—would not say, “you have got the one 
hundred dollars.” 

That is what we are talking, about: less than one hundred 
dollars to save your child’s life. 

And as shown by Keith's figures, which were developed 
with the Army, the C.LA., Civil Defense and other groups, 
eight to fifteen million lives can be saved in New York State 
by having shelters in the event of a nuclear attack. That can 
be done by us as citizens in this state. He has worked out 
with the experts a plan that is realistic, that would cost less 
than one hundred dollars per person. 

Now, that is less than many of you spend on your automo- 
bile insurance for one yar. There was a big battle over com- 
pulsory automobile insurance; now it is an accepted fact. 
Nobody kicks now about vaccination for their children; that 
was terrible, too, in the beginning. 

But when do we get to a point that as citizens we no longer 
are willing to take our share of responsibility for the pro- 
tection of human lives? I think we are faced with this now. 
And I think that facing up to this question as a nation will 
do more to bring the people of this country out of this— 
I won't say dream world—but out of this life in which we 
live, into the realities of the hardness and the toughness of 
the world in which we exist. It is hard to reconcile these 
two, but taking individual action, as an insurance policy for 
the eventuality, will do the following things: 

It means that we can survive such an attack. As Keith 
pointed out, within a year, agriculture could be re-established. 
Within ten years it is stimated that we could bring this 
country back to a way of life that we know. So it isn’t the 
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end of the world. That fact alone is going to make people, 
young people, and all of us, think again, without terror and 
without blacking out when somebody mentions this subject. 

In my opinion, and I don’t think there is any doubt of this 
by the Secretary of State, or Defense, or other people in 
Washington, this will be a major strength for our negotia- 
tions: that the American people aren't afraid; they are willing 
to face this thing. 

If another Berlin comes along, under more difficult situa- 
tions, with greater nuclear capacity in missile fields in the 
Soviet Union, are we going to arrive at a point some day 
when the President will say, “Well, now, can we afford to 
stand for freedom? With the people exposed, can we run that 
risk?” 

And the American people may very well say, “Is Berlin 
really worth that to us?” 


At that point where does this erosion stop? The head of the 
C.LA. publicly stated at the Governors’ Conference that nuclear 
blackmail has already been used against the British and the 
French at the time of Suez; against the Turks at the time of 
the Middle East crisis; and it will be used against the United 
States. Will we be able and ready to stand, unless we know 
we would be able to survive? We would not, under present 
circumstances, as a people. We would, if we had shelters. 


413 


Therefore I say to you gentlemen, that in terms of our own 
basic beliefs in the worth and dignity of the individual, we 
have reason to do this. The Soviets are doing it; they have 
compulsory shelters in new construction, as Keith said. They 
have given training to fifty million adults. The Danes, the 
Swedes, the Swiss have been under the gun on this thing. 
We have been so far away so long that we haven't faced it. 
But who would send soldiers into the front lines without 
tools to dig foxholes when shells are lobbed over on them? 
We are in the front lines as a people today, and therefore 
I think it is my responsibility, as Governor, for the security 
and well-being of the people of this state, to point out clearly 
how they can solve this problem at a minimum cost. 

I appreciate very much your coming here. I think that 
this thing can effect a major psychological change on the 
American people, not of a negative character, but of a posi- 
tive character. I think we can hold our heads higher, and that 
we can face the realities of this world without shivering every 
time somebody mentions the possibility of a nuclear attack. 
Certainly we want to work out disarmament programs, but 
do you negotiate from weakness? No, you beg from weakness, 
and creep on your hands and knees and accept surrender terms. 

We have got to be able to talk as people who hold their 
heads high and believe in freedom and are willing to take 
steps to protect it. 


“The Wind Bloweth Where Hi Listeth” 


THE NEW FATALISM IN CANADIAN ECONOMIC THOUGHT 
By JAMES MUIR, Chairman and President, The Royal Bank of Canada, Montreal, Canada 
Delivered before the Canadian Club of Toronto, Canada, February 22, 1960 


here today is due entirely to the persisitence of your 

President and my old friend, John Proctor. Months ago 
he asked me to fulfil this assignment and simply would not 
take “no” for an answer. Nevertheless, his strong-arm methods 
on that occasion have placed me once more in his debt for I 
am genuinely happy to have the privilege of appearing be- 
fore this distinguished audience and I greatly appreciate the 
honour which you and he have done me in extending so 
warm an invitation. 

As you will note by my title, I have taken a text from holy 
writ. I am sure you will excuse this mild attempt to dramatize 
the burden of my talk, and I know that my friends of the 
cloth will find my effort strictly non-competitive in their own 
field of scholarly exposition. 

I shall use my text first of all to illustrate the present posi- 
tion of our own small country in the world economy. It can 
be used to emphasize our helplessness in the wake of world 
events, and here I shall examine some recent statements of that 
thesis. But, as I shall try to show later in my remarks, there 
is also ground for hope that we shall be forced neither to 
resign ourselves to an unkind fate nor to accept as an alterna- 
tive a course of action inconsistent with the freedom and 
flexibility of our own Canadian economy. 


I 


The easy optimism of the post-war years has gradually given 
way to doubt. Can we maintain our current rate of growth 
without incurring severe penalties in the form of internal 
inflation or external debt? In the most extreme view, our 
economy becomes a frail barque indeed, a prey to inflationary 
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blasts as it tosses violently on the turbulent waves of a sea of 
debt which continually threatens to swamp us. Truly, for these 
prophets, “the wind bloweth where it listeth, and thou hearest 
the sound thereof, but canst not tell whence it cometh or 
whither it goeth. .. .” 

A somewhat less extreme view holds that we could be, at 
least in some measure, the masters of our fate, but that we 
are fated nevertheless to steer the wrong course. Unfortunate- 
ly, the mere ability to set our economic sails is no guarantee 
that we have either the knowledge or the will to avoid the 
navigational hazards that lie before us. And, in this view, 
massive illusions and temptations, which we may variously 
identify with the “cost-free welfare state,” “instant expansion” 
or simply the (even more) “abundant life for all,” are far 
too strong to be overcome by ordinary men. Faced with a 
comparable peril, Orpheus distracted his crew from the sing- 
ing of the sirens with music from his celebrated lyre: Ulysses 
stopped the ears of his sailors with wax and listened en- 
chanted, but bound and helpless to give the disastrous com- 
mand, while his men rowed safely past the dangerous isles. 

Perhaps we shall yet see some adaptation of these mytho- 
logical solutions to our present problem. The possibilities are 
certainly attractive; but so far no clear-cut prescription of any 
kind has been advanced. Meanwhile, like these heroes of old, 
we must begin with a realistic assessment of the dangers that 
beset us and then devise a solution, if there is one, that does 
not throw us irretrievably off our charted course. 


Il 


Since the Second World War we have succeeded in running 
over $13 billions further into debt to foreigners. Of this in- 
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crease, something over $8 billions are sunk in Canadian mines 
and factories owned by Canadian companies, which in turn 
are owned by foreign companies—usually American. What- 
ever other problems such an arrangement may create, it does 
not saddle the country with a deadweight of debt. The Ameri- 
can, or the British, owners are stockholders who expect or 
hope for dividends, but are in no position to demand “pay- 
ment” of the capital sum invested. In contrast, the rest is for 
the most part deadweight debt, largely in bonds, with a definite 
interest rate and maturity date and payable almost exclusively 
in U. S. funds. To a number of thoughtful Canadians these 
are staggering figures not only in their total amount but in 
the relatively short period required to run up such an impres- 
sive increase in our foreign obligations. 

Perhaps the time has come for us to take stock. To ask 
ourselves: What has happened? What, if anything, needs to 
be done? 

If we were to follow the prescription of some of our eco- 
nomic doctors we should apparently have to cut our living 
standards by about 20 to 25 per cent in order to stop borrow- 
ing and pay our debts. This may seem a large dose of austerity 
merely to retain an essentially middle class virtue, and I am 
not recommending it as a practical policy. Nevertheless, the 
sacrifices involved may easily be overrated. Let us cut out 
only the frills, the junk, and the gingerbread and we shall 
find perhaps that our real enjoyments are actually increased. 

In our land today there are leaders, in thought and action, 
who believe that we have a lesson to learn, or, rather, an old 
lesson to re-learn. It is that nations, like their people as indi- 
viduals, cannot expect to live with impunity beyond their 
means. Another side of the same advice is that, as a nation, 
we must practise the prudence so necessary in our personal 
affairs, and guard against the dangers of attempting too much, 
too soon. This means that, as a nation, we must be mature 
enough to live our own lives in our own way, and not blindly 
ape or try to rival the misnamed “high standard of living” 
of some of our neighbours. 

The simple fact is that we are trying to keep up with the 
Joneses across the border, not merely in worth-while things 
—the essentials of comfort and culture—but in many things 
that can only be justified by, what Veblen acidly called, “pe- 
cuniary canons of taste.” 

A short time ago I heard someone (not a Canadian) say of 
our neighbours that they were experiencing, in his words: 

. not a high standard of living but an extravagant, often 
wasteful, and highly materialistic form of existence—a stand- 
ard by which things are not made to last, and rapidly changing 
types and styles are furiously used as a sales incentive—where 
the regard for material possessions verges on idolatry, with the 
whole gaudy structure supported to an unhappy extent by a 
shaky framework of debt. In reality, the most insecure stand- 
ard of living one could devise. . . .” May I repeat, the words 
are not mine; moreover, I believe they are an exaggeration, 
At the same time, there may be enough truth in them to make 
one pause to think. 

We must realize too that it is no solution of our problem 
merely to unload our responsibilities, whether as investors or 
as consumers, upon the more or less willing shoulders of an 
all-wise Government. 

It is unrealistic for the people to badger and belabour 
governments into handing over unwarranted benefits. Govern- 
ments cannot perform miracles. What they give with one 
hand they must take away with the other. And thus they may 
be driven, not of their own volition but by the unreasonable 
clamouring of the public, to create inequities which are not 
only unfair to many of our people but inconsistent with a 
well-balanced and healthy economy. 
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Governments are equally helpless to take over our responsi- 
bilities as investors. Long ago Adam Smith summed up the 
matter in a Classic and telling passage: 

“The statesman, who should attempt to direct private 
people in what manner they ought to employ their capi- 
tals, would not only load himself with a most unnecessary 
attention, but assume an authority which could safely 
be trusted, not only to no single person, but to no courcil 
or senate whatever, and which would nowhere be so 
dangerous as in the hands of a man who had folly and 
presumption enough to fancy himself fit to exercise it.” 

What then can be done? 

I shall try to offer some suggestions a little later in my 
talk. Meanwhile, I should like to emphasize that there is 
nothing particularly frightening about borrowing money 
abroad, as such. After all, we are a comparatively new and 
developing country. The main cause for alarm seems to lie 
in the almost unseemly haste with which our corporations, 
municipalities, and public bodies are undertaking long-term 
commitments, which could be burdensome in themselves, and 
may well be rendered much more so because interest and 
capital payments must be made in a foreign currency. 

From this, and the other dangers I have noted, have risen 
the fears of inflation, depreciation, deficit, and debt, that 
today surround, and perhaps distort, our position in world 
economy. 

Ill 


Are these fears justified? To some extent I think they are. 
There are many in this audience who have travelled and 
continue to travel to the market places of the world. They 
cannot fail to have witnessed the eagerness with which we, as 
a country, were formerly courted and desired. We were 
flattered and praised, our economic virtues were extolled and 
our limitless resources became the major item in a vast 
prospectus showing Canada as the true land of opportunity 
in the post-war world. Some five or six years ago I referred 
to this phenomenon and its dangers in these words: 
“. . . nothing could be more dangerous than the bland 
assurnption that as a people we are impressing the world 
with the superiority of our character and accomplish- 
ments. More correctly perhaps our situation is akin to 
that of an heiress, who can never be sure that she is 
admired for herself and not merely for her wealth.” 

And again: 

“... we must not be carried away by the opinion of the 
outside world, especially when that opinion runs so 
strongly in our favour. In this area, a number of legiti- 
mate doubts, a becoming humility, or perhaps I should 
say a certain amount of caution, should inform our eco- 
nomic policy. Our future depends not on what the rest 
of the world thinks of us: what the rest of the world 
thinks of us depends ultimately on what we do for 
ourselves.” 

Canadians travelling abroad today find a vastly different 
atmosphere. Our erstwhile suitors are gone—disgruntled or 
disappointed. Our ardent admirers of former years are cold 
and distant, even patronizing. The continued flow of invest- 
ment funds from other sources suggests that much of what 
we are witnessing is merely the expression of disappointment 
and frustration by a vocal minority of exploiters hotly after 
a fast buck. Certainly we must exclude the many good people 
who have contributed, and continue to contribute to the 
development of valuable resources on a long-term basis, to 
the great benefit of our economy. 

Nevertheless, conditions have changed, particularly in Eu- 
rope; and we are now faced with strong, resurgent economies 
with the resources, the ability, and the spirit, to present us 
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with a new and growing challenge in world markets. 

If the new strength and freedom of competition in world 
markets have contributed to our present problems, they also 
provide us with the means to our own salvation. Our course 
must be, not a defensive reversion to trade barriers and con- 
trols, but an advance through greater freedom towards a 
stronger competitive position. 

This is not a new policy. It is implicit in the passage from 
Adam Smith which I quoted a few moments ago, and it is 
explicit in the general direction of our policy in recent years. 
An improved money market and a free foreign-exchange 
market have both contributed to the efficiency of our fiscal 
and monetary policies in combating inflation—including the 
potential inflationary effect of international capital flows. Our 
trade policy has adhered closely to the principles of the Gen- 
eral Agreement on Tariffs and Trade, and these principles 
remain essential to the maintenance and expansion of needed 
export markets. In addition we have been fortunate, beyond 
most countries, in the preservation and extension of the area 
within which the productive investment of private enterprise 
has been able to contribute to the size and efficiency of our 
industrial plant. 

All this, I believe, presents us with a pretty stout vessel in 
which to navigate the dangerous waters that lie before us. 
From here on success depends upon our own skill and daring 
in avoiding the rocks, whirlpools, and shoals, as well as the 
tempting, but disastrous diversions, around which we must 
steer our course. Specifically, we must deal with inflationary 
pressures, with chronic and inflexible trade deficits, and with 
an unduly large and growing burden of foreign debt. 

(1) Over the past year we have already witnessed a 
demonstration that an independent and effective monetary 
policy, combined with a determined move towards fiscal recti- 
tude, can successfully bypass a serious inflationary threat. 
Back in 1950, the inflationary impact of a large inflow of 
flight capital was successfully handled with the aid of our 
flexible exchange rate. Today, this device is still available. Of 
course, our capital inflow, like domestic investment, need not 
be inflationary in the long run, provided it is productive. But 
its short-run impact is greatly reduced, or eliminated, by move- 
ments of the exchange rate. However, a trade deficit is the 
usual safety valve that neutralizes the inflationary impact of 
investment financed by foreign capital, and this may create 
special difficulties of its own—which brings us to our second 
problem. 

(2) Capital inflow creates a demand for our dollar, and 
the resulting premium encourages a trade deficit. In spite of a 
sizable deficit in trade the premium on our dollar persists, and 
large capital flows continue apparently undiscouraged by the 
unfavourable rate of exchange. 

Exporters, as we all know, do not view this premium with 
complacency. They see it as a costly and wholly gratuitous tax 
on Canadian exports. Canadian manufacturers, too, are equally 
unenthusiastic. They see it as a subsidy on imports which 
compete on abnormally favourable terms with their own 
products. 

Unfortunately, under present conditions, removal of the 
discount on the U. S. dollar (and hence on other currencies ) 
can only be achieved if the government, through the Exchange 
Fund Account, stands ready to buy all U. S. dollars offered at 
par. This would increase the money supply, and create infla- 
tion, unless countered by massive and disruptive, if not im- 
possible, offsetting operations by the Bank of Canada. The 
further inflation of Canadian costs and prices would make 
Canadian exports and domestic manufactures even more ex- 
pensive and hence still Jess competitive with those of foreign 
producers. 
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Again, we have apparently reached an impasse. 

(3) Finally, capital inflow, if not actually reduced, must 
in time reach a point where interest, dividend, and amortiza- 
tion payments will in any case present us with a net deficit on 
capital account. At this point pressure on our dollar will be 
reduced and the premium should disappear. Exporters and 
domestic manufacturers will find their position eased, at the 
very time that an over-all surplus on current account is neces- 
sary to repay our foreign obligations. But as our dollar sinks 
to a discount, borrowers, forced to pay back ever larger 
amounts in capital and interest, may find themselves in difficult 
straits. Twice in my own experience I have seen U. S. cur- 
rency at a premium of as much as 25 per cent in terms of 
Canadian funds. Should we be unfortunate enough to see a 
repetition of a U. S. dollar premium of this magnitude, the 
other man’s dollars borrowed so cheerfully today may prove 
to be an exceedingly expensive piece of business. 

Even this very brief account of the perils ahead would seem 
to indicate that the rather fanciful metaphor with which we 
began does not overstate or greatly distort the realities of our 
present position. Apparently, we avoid one obstacle only to 
run smack against another. Any other outcome requires, to 
say the least, a consummate display of economic seamanship! 


IV 

Must we admit then that a new economic fatalism is in 
order? That only the luckiest accident lies between us and 
disaster? 

I do not believe that we are driven to any such conclusion, 

I believe that inflation will be contained, as it has been, 
through sound monetary and fiscal policy with the aid of the 
safety valve provided by our free exchange rate. I believe that 
the deficit in trade, like the premium on our dollar, is an- 
other form of safety valve linked to the first. When the safety 
valve pops it means pressure below. We should certainly be 
most ill advised to sit on the valve merely because we object 
to the noise! 

Our real danger lies in two, interrelated, factors: (1) a 
high cost economy that puts our exporters and domestic 
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manufacturers at a disadvantage which is only aggravated, 
not caused, by the present rate of exchange; and (2) the 
continuous inflow of foreign capital which overrides the 
exchange rate in search of high interest rates and other 
earnings—which persist in spite of the tremendous expan- 
sion of capital plant since the war. 

To meet these real dangers, we should first of all take 
a long look at the various cost-inflating factors that keep our 
economy on a high non-competitive plateau compared with 
other trading nations. Secondly, we should examine the rea- 
sons why the returns on investment in Canada continue to 
be so high and hence attractive to capital flows, both short 
and long term. 

(1) A few years ago I discussed in some detail the various 
factors underlying Canada’s high-cost economy. Of course our 
costs, as well as our prices, reflect our close ties with the 
American economy: we seem to have borrowed American 
costs along with American capital. Lacking the large Ameri- 
can market these “borrowed costs” are all the more dis- 
rupting, since they cannot be offset by economies of large- 
scale production. Taxes, tariffs, unimaginative price policy, 
as well as what I have called “invisible insulators” against 
foreign competition (such as consumer apathy and ignorance), 
—all make their contribution to costs and take their toll 
of our competitive strength. As a result, identical products, 
even in the high-priced American market, are much cheaper 
than they are in Canada—a disparity which is often referred 
to, resignedly, as the “cost of being a Canadian.” This “cost” 
is even more difficult to explain when the price disparity con- 
cerns products made in the United Kingdom, and is greater 
than the British retail price plus our tariff and transport costs. 

All these costs are reflected in our cost of living, which, 
im turn, necessarily affects our export costs and our competi- 
tive position in the world market. This is no place to offer 
final solutions to a well-known problem; but I have, I hope, 
underlined most clearly the basic fact, that the woes, of our 
export industries and domestic manufacturers alike, do not 
begin or end with the present premium on the Canadian 
dollar. 
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My second point concerns the high yields, on all kinds 
of investment, that continue to attract a large inflow of 
foreign funds. 

Interest rates, like exchange rates, are symptoms not 
causes. As with the premium on our dollar, so with the “pre- 
mium” on our interest rates, it is possible to bring the premium 
down at least temporarily through monetary action. Instead 
of buying U. S. dollars, the central bank would merely buy 
securities. Instead of a rise in the price of the U. S. dollar, 
we would get a rise in the price of securities, lower yields and 
interest rates, and an elimination of the “interest premium.” 

Unfortunately, the attempt to reduce interest rates in this 
way would be quite as inflationary as the corresponding 
attempt to reduce the exchange premium. In the long run 
inflation increases rather than reduces interest rates. Again we 
find ourselves sitting on the safety valve, foolhardily holding 
down rates in the short run and building up expolsive pres- 
sure for the future. Again we must get at the real forces that 
create high interest rates in Canada compared with the 
United States and other countries. 

Adam Smith’s compatriot, David Hume, was well aware 
of the real forces that bring about high rates of interest. 
“High interest,” said Hume, “arises from three circumstances: 
a great demand for borrowing; little riches to supply that 
demand; and great profits arising from commerce.” 

If we substitute “saving” for the slightly archaic word 
“riches,” I believe we could not improve on this statement of 
the real forces behind the facade of interest rates. Those 
who deplore high interest rates in Canada, including those 
who feel that they are forced to take the exchange risk in- 
volved in borrowing on the American market, should ponder 
Hume’s words. Moderation in demand, increased saving, or 
both, are necessary before the interest rate, and other returns 
on capital, can be reduced sufficiently so that, combined with 
appropriate movements in our free exchange rate, the flood 
of foreign capital can at last be stemmed, or reduced to 
easily manageable proportions. 

I- believe that the capital and exchange markets are already 
exerting a considerable amount of pressure on the “demand 
for borrowing,” and perhaps we can hope that recent trends in 
the bond market indicate a stronger incentive to save, leading 
in Hume's phrase to “greater riches to supply that demand.” 
For the rest, we must rely on a spreading awareness of the real 
nature of the problem and a clearer understanding by those 
affected, especially by those adversely affected, that the level 
of interest rates can be only a general guide to policy not a 
direct object of pol.y itself. 


V 

Perhaps I have said enough to indicate my reasons for 
rejecting fatalism in our economic thinking—in spite of 
all the dangers that beset us. Our ship is far from helpless 
in the wake of world events. In fact our greatest danger is 
that we shall, in a kind of panic, encumber our craft with 
a tangle of controls that will make it impossible either to 
steer a true course, or to take the necessary evasive action 
around the rocks, whirlpools or siren isles that may lie along 
the route. 

If we can avoid the obvious devices prompted by fear, 
devices that confuse the shadow for the substance of our 
peril, we have excellent chances of bringing our craft through 
to calmer waters. If the economic winds are strong and bitter, 
we shall no longer waste our time upbraiding the weather- 
vane, or the barometer. Instead we shall turn to our own 
advantage the dynamic forces that now buffet our economy. 
In this way, gentlemen, we shall achieve stable, sustained, 
and balanced economic progress within our traditional sys- 
tem of political and economic freedom. 








<inds 
of 


not 
‘pre- 


Mum 





